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No. MC 136390 TA, filed February 4,
1972. Applicant; JOHN B. RUSLING,
Box 225, Stephen, MN 56757, Applicant’s
representative: Arthur A. Drenckhahn,
Box 159, Warren, MN 56762. Authority
sought to operate as a contract carrier,
by motor vehicle, over irregular routes,
transporting: Steel bins, steel build-
ing, commercial building, and motors,
augers, aeration equinment, and other
equipment related to and a part of these
‘buildings, from Columbus, Nebr., to
points in Minnesota on and west of Min-
nesota Highway No. 89 and on and north
of U.S. No. 2, for 180 days. Supporting
shipper: N. W. Steel, Inc., Donaldson,
Minn. 56720. Send protests to: J. H.
Ambs, District Supervisor, Bureau of
Operations, Interstate Commerce Com-
mission, Post Office Box 2340, Fargo, ND
58102.

MOoTOR CARRIER OF PASSENGERS

No. MC 110373 (Sub-No. 14 TA), filed
February 1, 1972. Applicant: NORTH-
EAST COACH LINES, 419 Anderson Ave-
nue, Fairview, NJ 07022, Applicant’s rep-
resentatives: Bowes & Millner, 744 Broad
Street, Newark, NJ 07102. Authority
sought to operate as a common carrier,
by motor vehicle, over regular routes,
transporting: Passengers and their bag-
gage and newspapers and express in the
same vehicle with passengers, (1) Be-
tween Denville, N.J.,, and New York,
N.Y., from Denville, N.J., over Interstate
Highway 80 to junction Interstate High-
way 95 at the Teaneck, N.J., and Ridge-
field Park, N.J., boundary line, then over
Interstate Highway 95 to Secaucus, N.J.,
Interstate Highway 95 being known as
the New Jersey Turnpike between Ridge-
field Park, N.J., and Secaucus, N.J., then
over Interstate Highway 95 exit road to
junction Interstate 495, in North Ber-
gen, N.J., then over Interstate Highway
495, to New York, N.Y., through the Lin-
coln Tunnel, and return over the same
routes using Interstate Highway 95 (New
Jersey Twmnpike) access road in North
Bergen, N.J., for operating convenience
only, serving no intermediate points.
NorEe: The applicant has existing author-
ity in MC 110373 (Sub-No. 9) to operate
over Interstate Highway 80 to Denville,
N.J., in connection with an existing route
between Sparta and Wayne, N.J., serv-
ing no intermediate points. Applicant re-
quests that such existing restriction be
amended fo permit joinder of the pro-
posed route to applicant’s existing route
in MC 110373 (Sub-No. 9), for purpose of
joinder only, (2) between Wayne Town-
ship, N.J., and New York, N.Y. from
junction of New Jersey Highway 23 and
Interstate Highway 80 in Wayne, N.J.,
over Interstate Highway 80 to junction
Interstate Highway 95, at the Teaneck,
N.J., and Ridgefield Park, N.J., boundary
line, then over Interstate Highway 95 to
Secaucus, N.J., Interstate Highway 95
being known as the New Jersey Turnpike
between Ridgefield Park, N.J., and
Secaucus, N.J., then over Interstate
Highway 95 exit road to junection Inter-
state Highway 495 in North Bergen, N.J.,
and return over the same routes using

Interstate Highway 95 (New Jersey
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Turnpike) access road in North Bergen,
N.J., for operating convenience only,
serving no intermediate points. The ap-
plicant proposes to join the above-
deseribed proposed route to all of its

existing routes in Docket MC 110373 and °

sub numbers thereunder in order to pro-
vide service between all points on its
existing routes in New Jersey and New
York, N.Y., via such existing routes and
the proposed routes, for 180 days. Sup-
porting shippers: R. C. Giordano, 72
Main Street, Sparta, NJ, and 43 other
passengers whose names are on flle at
the Newark, N.J., field office. Send pro-
tests to: District Supervisor Joel Mor-
rows, Bureau of Operations, Interstate
Commerce Commission, 870 Broad
Street, Newark, NJ 07102.

By the Commission.

[SEAL] RoOBERT L. OsSwWALD,
Secretary.

[FR Doc.72-2727 Filed 2-23-72;8:48 am|

[Notice 19]

MOTOR CARRIER TRANSFER
PROCEEDINGS

FeBrUARY 18, 1972,

Synopses of orders entered pursuant to
Section 212(b) of the Interstate Com-
merce Act, and rules and regulations
prescribed thereunder (49 CFR Part
1132), appear bhelow:

As provided in the Commission’s spe-
cial rules of practice any interested per-
son may file a petition seeking recon-
sideration of the following numbered
proceedings within 20 days from the date
of publication of this notice. Pursuant. to
section 17(8) of the Interstate Commerce
Act, the filing of such a petition will post-
pone the effective date of the order in
that proceeding pending its disposition.
The matters relied upon by petitioners
must be specified in their petitions with
particularity.

No. MC-FC-73347. By order of Febru-
ary 15, 1972, the Motor Carrier Board
approved the transfer to Okey Clayton
Sheets and Jerry Wayne Sheets, a part-
nership, doing business as Sheets Trans-
fer and Storage, Mount Airy, N.C., of
certificate No. MC-104684, issued Decem-~
her 28, 1966, to John Leon Worth, doing
business as Haynes Transfer, Mount Airy,
N.C., authorizing the transportation of:
Household goods as defined by the Com-
mission, between Mount Airy, N.C., and
points within 10 miles thereof, on the one
hand, and, on the other, points in Vir-
ginia and South Carolina. John Leon
Worth, 600 West Pine Street, Mount Airy,
NC 27030, representative for applicants.

No. MC-F(C-73449. By order of Febru-
ary 15, 1972, the Motor Carrier Board
approved the transfer to Salka & Sons,
Inc., Meriden, Conn., of the operating
rights set forth in certificate No. MC-
104664, issued March 3, 1970, to Kenneth
C. Salka, doing business as Salka & Sons,
Meriden, Conn., authorizing the trans-
portation of household goods, as defined
by the Commission, between Meriden,
Conn., and points within 10 miles of

Meriden, on the one hand, and, on the
other, points in Massachusetts, Maine,
New Hampshire, New Jersey, New York,
Rhode Island, and Vermont. Sidney L.
Goldstein, 109 Church Street, New Haven,
CT 06510, attorney for applicants.

No. MC-FC-73465. By order of Febru-
ary 15, 1972, the Motor Carrier Board
approved the ftransfer to Best-Way
Motor Express, Inc., Rockford, Ill., of
certificate No. MC-4575, issued March 3,
1971, to John E. Bruner and John P.
Bruner, doing business as Bruner Trans-
fer, Beloit, Wis., and acquired by trans-
feror herein, Bruner Transfer, Inc., pur-
suant to approval and consummation of
No. MC-FC-73201 on November 25, 1971,
covering the transportation of: General
commodities, usual exceptions, from
specified points in Wisconsin to desig-
nated points in Illinois, namely, from
Beloit, Wis., to points in Illinois within
25 miles thereof, and from three named
points in Illinois to Beloit, Wis. Robert
M. Kaske, Practitioner, 2017 Wisteria
Road, Rockford, IL 61107,

No. MC-FC-73470. By order of Feb-
ruary 15, 1972, the Motor Carrier Board
approved the transfer to Porter Truck
Lines, Inc., La Fayette, Oreg., of certifi-
cates Nos. MC-34167 and MC-34167
(Sub-No. 2), issued October 7, 1943, and
February 27, 1958, to Laurance Porter,
doing business as Porter Truck Line, La
Fayette, Oreg., authorizing the transpor-
tation of : General commodities, usual ex-
ceptions, between specified points and
areas in Oregon, Lawrence V. Smart, Jr.,
attorney, 419 Northwest 23d Avenue,
Portland, OR 97222,

No. MC-FC-73476. By order of Febru-
ary 15, 1972, the Motor Carrier Board
approved the transfer to Cargo Contract
Carrier Corp., Sioux City, Iowa, of the
operating rights in permits Nos. MC-
59694 (Sub-No. 1), MC-59694 (Sub-No.
2), MC-59694 (Sub-No. 3), MC-596%4
(Sub-No. 4), and MC-59694 (Sub-No. 5)
issued December 23, 1969, December 23,
1969, March 6, 1968, April 30, 1969, and
March 14, 1969, respectively to Missourl
Valley Express, Inc., Omaha, Nebr,, au-
thorizing the transportation of various
commodities from specified points in
Towa, Minnesota, and Nebraska to speci-
fied points in Illinois and New York.
William J. Hanlon, 4423 South 67th
Street, Omaha, NE 68117, attorney for
applicants.

[seav] RoBERT L. OSWALD,

Secretary.
[FR Doc.72-2724 Filed 9-23-72;8:48 am|

NOTICE OF FILING OF MOTOR
CARRIER INTRASTATE APPLICATIONS
PFEBRUARY 18, 1972.
* The following applications for motor
common carrier authority to operate in
intrastate commerce seek concurrent
motor carrier authorization in mter.stﬂte
or foreign commerce within the limits of
the intrastate authority sought, pursuant
to section 206(a) (6) of the Interstate
Commerce Act, as amended October 15,
1962. These applications are governed by
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Special Rule 1:245 of the Commission's
rules of practice, published in the Fep-
ERAL REGISTER, issue of April 11, 1963,
page 3533, which provides, among other
things, that protests and requests for in-
formation concerning the time and place
of State Commission hearings or other
proceedings, any subsequent changes
therein, any other related matters shall
be directed to the State Commission with
which the application is filed and shall
not be addressed to or filed with the In-
terstate Commerce Commission,

Montana docket number unknown,
filed October 15, 1971. Applicant:
CLARK FORK VALLEY EXPRESS CO.,,
INC., 655 Helena Avenue, Helena, MT
59601. Applicant’s representative: David
L. Jackson, 20 East Sixth Avenue, Helena,
MT 59601, Certificate of public conven-
ience and necessity sought to operate as
a common carrier as follows: Transpor-
tation of persoms, baggage and express,
between Missoula, Mont.,, and Helena,
Mont., via U.S. Highway 10 (I-90) and
U.S. Highway No. 12, serving the inter-
mediate points of Drummond, Garrison,
Elliston, and Avon. Both intrastate and
interstate authority sought.

HEARING: Date, time, and place un-
known. Requests for procedural infor-
mation including the time for filing pro-
tests concerning this application should
be addressed to the Board of Railroad
Commissioners, State of Montana,
Helena, Mont. 59601 and should not be
directed to the Interstate Commerce
Commission.

Texas Docket No. 2395, filed Febru-
ary 11, 1972. Applicant: CURRY MOTOR
FREIGHT LINES, INC., 700 Northeast
Third Street, Amarillo, TX, Applicant’s
representative: Grady L. Fox, 222 Ama-
rillo Building, Amarillo, Tex. Certificate
of public convenience and necessity
sought to operate a freight service as fol-
lows: Transportation of General com-
modities, from Shamrock, Tex., via U.S.
Highway 66 (Interstate 40), approxi-
mately 6 miles east to the intersection
of Texas FM 1802, and then approxi-
mately 1 mile south to the plantsite at
Norrick, Tex., and return over the same
route, Both intrastate and interstate au-
thority sought.

HEARING: Date, time, and place not
s}\o\vn. Requests for procedural informa-
tion including the time for filing pro-
tests concerning this application should
be addressed to the Railroad Commis-
sion of Texas, Capitol Station, Post Of-
fice Drawer 12967, Austin, TX 78711 and
should not be directed to the Interstate
Commerce Commission,

_ Texas Docket No. 4354, filed January
9, 1972, Applicant: ALLISON-LOGAN
FREIGHT LINE, INC. 106 West High
Street, Post Office Box 724, Terrell, TX
75160, Certificate of “public convenience
and necessity sought to operate a freight
service as follows: Transportation of gen-
eral commodities, except those in bulk,
excluding explosives, automobiles, live-
stock, frozen products and produce; (1)
between Dallas, Tex., and Sulphur
Springs, Tex., as follows: From Dallas to
Sulphur Springs, over Interstate High-
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way 30 and return over the same route,
serving the termini and all intermediate
points; (2) between the junction of Inter-
state Highway 30 and Texas Highway 19,
near Sulphur Springs, Tex., to the junc-
tion of U.S. Highway 80 and Texas
Highway 19, connecting with existing
operations, via U.S. Highway 80 to Min-
eola, Tex., thence U.S. Highway 69 to
Tyler, Tex., serving the termini and all
intermediate points, returning over the
same route; (3) between Sulphur
Springs, Tex., and Tyler, Tex., as fol-
lows: From the junction of Interstate
Highway 30 and Texas Highway 154, near
Sulphur Springs, Tex., over Texas High-
way 154 to the junction of Texas High-~
way 154 and Texas Highway 37 at Quit-
man, Tex., to connect with existing op-
erating authority over Texas Highway
37 to Mineola, Tex., thence U.S. High-
way 69, to Tyler, Tex., and return over
the same route, serving the termini and
all intermediate points; (4) between the
junction of Interstate Highway 30 and
Texas Highway 11, near Sulphur Springs,
Tex., to Winnshoro, Tex., via Texas High-
way 11, thence from the junction of Texas
Highway 11 and Texas Highway 37,
thence Texas Highway 37 to Quitman,
Tex., to connect with existing authorized
service, for continuation via Texas High-
way 37, thence U.S. Highway 69 to Tyler,
Tex., and return over the same route,
serving the termini and all intermediate
points not served at the present time;
(5) from Dallas, Tex., to Tyler, Tex., as
follows: Interstate Highway 20, to the
junction of U.S. Highway 69, thence U S.
Highway 69, to Tyler, Tex., returning
over the same route, serving the termini
and all intermediate points;

(6) Between the junction of Interstate
Highway 30 and Texas Highway 19, near
Sulphur Springs, Tex., to the junction of
Interstate 20 and Texas Highway 19,
thence Interstate Highway 20, to the
junction of Interstate Highway 20 and
U.S. Highway 69, thence U.S. Highway
69, to Tyler, Tex., returning over the
same route, serving the termini and all
intermediate points; (7) between the
junction of Texas Highway 19 and Inter-
state Highway 30, near Sulphur Springs,
Tex., to the junction of U.S. Highway 19
and U.S. Highway 80, to connect with
existing operating authority over US.
Highway 80 to Tyler, Tex., via U.S. High-
way 80 to Mineola, Tex., thence U.S.
Highway 69 to Tyler, Tex., on the one
hand, and, via U.S. Highway 80 to Terrell,
Tex., on the other, returning over the
same route and serving all intermediate
points not now being served; (8) between
the junction of U.S. Highway 80 and
Texas Highway 64, to the junction of
Interstate Highway 20 and Texas High-
way 64, thence to the junction of Inter-
state Highway 20 and U.S. Highway 69,
thence U.S. Highway 69 to Tyler, Tex.,
returning over the same route, serving
the termini and all intermediate points;
(9) to connect existing service from the
junction of Farm/Ranch Road 47 and
U.S. Highway 80, near Wills Point, Tex.,
to the junction of Farms/Ranch Road 47
and Interstate 20, thence on Interstate

20, to the junction of U.S. Highway 69
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and Interstate 20, thence U.S. Highway
69, to Tyler, Tex., serving the termini and
all intermediate points, returning over
the same route; (10) between existing
authorized point at Grand Saline, Tex.,
on U.S. Highway 80, to Tyler, Tex., via
Texas Highway 110, and return over the
same route, serving the termini and all
intermediate points; (11) between Ter-
rell, Tex., on Texas Highway 34, to the
junction of Interstate Highway 30 and
U.S. Highway 69, near Greenville, Tex.,
thence on U.S. Highway 39 to Lone Oak,
Tex., to connect with existing authorized
operating rights on U.S. Highway 69, re-
turning over the same route, serving all
intermediate points;

(12) Between Loan Oak, Tex., and
Sulphur Springs, Tex., as follows: From
Loan Oak, Tex., on U.S. Highway 69, to
the junction of U.S. Highway 69 and
Interstate Highway 30, near Greenville,
Tex., thence on Interstate Highway 30, to
the junction of Interstate Highway 30
and Texas Highway 19, near Sulphur
Springs, Tex., returning over the same
route, serving the termini and all inter-
mediate points; (13) between Loan Oak,
Tex., and Sulphur Springs, Tex., as fol-
lows: From the junction of U.S. Hichway
69 and Farm/Ranch Road 513, to the
junction of Interstate Highway 30 and
Farm/Ranch Road 513, at Campbell,
Tex., thence Interstate Highway 30, to
the junction of Interstate Highway 30
and Texas Highway 19, near Sulphur
Springs, Tex., returning over the same
route, serving all intermediate points, in-
cluding the off-route point of Cumby;
(14) between Point, Tex., and Winnsboro,
Tex., as follows: From the junction of
U.S. Highway 69 and Farm/Ranch Road
514, to the junction of Texas Highway
154 and Farm/Ranch Road 514, thence
Texas Highway 154, to the junction of
Texas Highway 154 and Farm/Ranch
Road 515, thence Farm/Ranch Road 515
to the junction of Farm/Ranch Road 515
and U.S. Highway 11, near Winnsbhoro,
Tex., refurning over the same route, serv-
ing the termini and all intermediate
points; (15) from the junction of U.S.
Highway 69 and Farm/Ranch Road 514,
near Point, Tex., to the junction of
Farm/Ranch Road 514 and Farm/Ranch
Road 275, thence to the junction of
Farm/Ranch Road 2653 and Farm/
Ranch Road 275, to the junction of Inter-
state Highway 30 and Parm/Ranch Road
2653 on the one hand, and, on the other,
from the junction of Farm/Ranch Road
514 and 275, to the junction of Farm/
Ranch Road 275 and Interstate Highway
30, thence Interstate Highway 30 and
Texas Highway 19, near Sulphur Springs,
Tex., serving the termini and all inter-
mediate points returning over the same
route;

(16) Between Alba, Tex., at the junc-
tion of U.S. Highway 69 and Texas High-
way 182, to Quitman, Tex., near the junc-
tion of Texas Highway 182 and Texas
Highway 152, thence Texas Highway 37
to Mineola, Tex., to connect to existing
authorized route, returning over the
same . route, serving all intermediate
points; (17) between Dallas, Tex., on
Texas Highway 66 to Greenville, Tex.,
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thence to Texas Highway 24, from
Greenville, Tex., to the junction of Texas
Highway 24 and Texas Highway 19, then
to Paris, Tex., on Texas Highways 24 and
19, then returning over the same route,
serving the termini and all intermediate
points; (18) between Dallas, Tex., on In-
terstate Highway 30, to the junction of
Texas Highway 19 and Interstate High~
way 30, then Texas Highway 19, to the
junction where Texas Highways 19 and
24 combine, thence to Paris, Tex., return-
ing over the same route, serving the ter-
mini, and all intermediate points; (19)
between Sulphur Springs, Tex., over In-
terstate Highway 30, to the junction of
Interstate Highway 30 and Texas High-
way 37, thence Texas Highway 37 to
Winnsboro, Tex., thence continuing on
Texas Highway 37 to connect with exist-
ing authorized operating rights at Min-
eola, Tex., returning over the same route,
serving all intermediate points; (20) be-
tween junction of U.S. Highway 80 and
Texas Highway 205, near Terrell, Tex., to
the junction of Interstate Highway 30
and Texas Highway 205, returning over
the same route, serving all intermediate
points and (21) between the junction of
Interstate Highway 30 and Texas High-
way 276, to Quinlan, Tex., on Texas
Highway 276, thence Farm/Ranch Road
35, near Quinlan, Tex., to the junction
of Farm/Ranch Roads 35 and 47, to con-
nect with existing authority to Point,
Tex., and Lone Oak, Tex., returning over
the same route, serving all intermediate
points. Both intrastate and interstate
authority sought.

HEARING: Approximately 30 days
after being published in the FEDERAL
REGISTER, time and place not shown. Re-
quests for procedural information includ-
ing the time for filing protests concern-
ing this application should be addressed
to the Railroad Commission of Texas,
Capitol Station, Post Office Drawer
12967, Austin, TX 78711, and should not
be directed to the Interstate Commerce
Commission.

Oklahoma Docket No. MC 24953 (Sub-
No. 2), filed October 29, 1971, Applicant:
BRUCE BROWN, doing business as
BROWN FREIGHT LINES, 2119 Dublin
Road, Oklahoma City, OK. Applicant’s
representative: William L. Anderson,
4700 North Thompson, Oklahoma City,
OK. Certificate of public convenience and
necessity sought to operate a freight
service as follows: Transportation of
Freight, from Oklahoma City, via State
Highway 74, to its intersection of State
Highway 15 and U.S, Highway 64, thence
to Enid, thence via U.S. Highway 81 to
Waukomis, serving the off-route points
of Cashion, Lovell, Douglas, and Fair-
mont. This authority to be in both direc-
tions, serving all points and places along
the routes described, and to include the
right to serve any customers near the
towns or the routes described, where they
are within the normal and reasonable de-
livery limits, and which can be served by
the carrier without going through any
town to which he does not have author-
ity, and is to be linked with all presently
held authority and authority that might

be granted in pending applications. Both
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intrastate
sought.
HEARING: March 20, 1972, at 9 am.,
at the Oklahoma Corporation Commis-
sion, 340 Jim Thorpe Building, Okla-
homa City, Okla, Requests for procedural
information including the time for filing
protests concerning this application
should be addressed to the Corporation
Commission of Oklahoma, 340 Jim
Thorpe Office Building, Oklahoma City,
Okla. 73105, and should not be directed
to the Interstate Commerce Commission.

Florida Docket No. 72056-CCB, filed
February 1, 1972. Applicant: CITIES
TRANSIT INC. OF FLORIDA, 415 South
Ingraham Avenue, Post Office Box 1553,
Lakeland, FL 33802. Applicant’s repre-
sentative: M. Craig Massey, 202 East
Walnut Street, Post Office Drawer J,
Lakeland, FL 33802, Certificate of pub-
lic convenience and necessity sought to
operate as a common carrier of Passen-
gers and baggage over the following
routes: Route 12 from Lakeland via
Florida Highway 37 to Mulberry, thence
Florida Highway 60 to Bartow, thence
U.S. Highway 98 to Lakeland and return,
serving all intermediate points. Route 13
from Lakeland via U.S. Highway 92 to
Auburndale, thence Florida Highway 544
to Winter Haven, thence Florida High-
way 540 through Cypress Gardens to its
intersection with U.S. Highway 27,
thence U.S. Highway 27 to Haines City,
thence U,S. Highway 17-92 to Davenport,
thence Florida Highway 547 to US.
Highway 27, thence on U.S. Highway 27
to Interstate Highway No. 4, thence to
U.S. Highway 192 and/or Florida High-
way 535 to Disney World and return,
serving all intermediate points. Route 14
from Sarasota to Bradenton and Pal-
metto using U.S. Highway 41, thence
U.S. Highway 301 to Florida Highway
674, thence Florida Highway 674 to Flor-
ida Highway 37, thence Florida Highway
37 to Lakeland, thence Florida Highway
33 to Interstate Highway 4, thence Inter-
state Highway 4 to U.S. Highway 192
and/or Florida Highway 535 to Disney
World and return, serving all intermedi-
ate points. Route 15 between Sarasota
and Venice via Siesta and Casey Keys.
Leave Sarasota from First Street and
Central Avenue via First Street to Or-
ange Avenue to Main Street to U.S. 41
to Siesta Drive to Florida 789 to Florida
789A to 789 to Florida 72 to U.S. 41 to
Florida 789 (Blackburn Road) to Casey
Key, thence Florida 789 (Albee Road) to
U.S. 41 to Ridgewood Avenue to Venetian
I:grkway to Venice Avenue to Esplanade
Avenue to Tarpon Center Drive to the
Venice Yacht Club and return the same
route. Note: Charter authority is also be-
ing sought from points on the foregoing
routes to points within the State of Flor-
ida. Both intrastate and interstate au-
thority sought.

HEARING: Date, time, and place not
shown. Requests for procedural informa-
tion including the time for filing pro-
tests concerning this application should
be addressed to the Florida Public Serv-
ice Commission, 700 South Adams Street,

and interstate authority

Tallahassee, FL 32304, and should not be
directed to the Interstate Commerce
Commission.

By the Commission.

[sEAL] ROBERT L. OswWALD,
Seeretary.

[FR Doc.72-2720 Filed 2-23-72;8:48 am|]

[Notice 18]

MOTOR CARRIER TRANSFER
PROCEEDINGS

FEBRUARY 15, 1972,

Synopses of orders entered pursuant
to section 212(b) of the Interstate Com-
merce Act, and rules and regulations pre-
scribed thereunder (49 CFR Part 1132),
appear below:

As provided in the Commission’s spe-
cial rules of practice any interested per-
son may file a petition seeking recon-
sideration of the following numbered
proceedings within 20 days from the date
of publication of this notice. Pursuant to
section 17(8) of the Interstate Com-
merce Act, the filing of such a petition
will postpone the effective date of the
order in that proceeding pending its dis-
position. The matters relied upon by
petitioners must be specified in their
petitions with particularity.

No. MC-FC-73296. By order of Febru-
ary 11, 1972, the Motor Carrier Board
approved the transfer to Willamette Val-
ley Transfer Co., & corporation, Port-
land, Oreg., of a portion of the operating
rights in certificate No. MC-258 issued
November 27, 1964, to Blue Bird Trans-
fer, Inc., Vancouver, Wash., authorizing
the transportation of general commodi-
ties, with exceptions, between Vancouver.
Wash.,, and Portland, Oreg. Earle V.
White, 2400 Southwest Fourth Avenue,
Portland, OR 97201, aftorney for
applicants.

No. MC-FC-73385. By order of Febru-
ary 14, 1972, the Motor Carrier Board
approved the transfer to California De-
livery Service, Los Angeles, Calif., of the
operating rights set forth in certificate
No. MC-31689, issued July 25, 1967, to
LTL Delivery, Joel Mithers, Trustee in
Bankruptey, Los Angeles, Calif., author-
izing the transportation of general com-
modities between Los Angeles, Calif., on
the one hand, and, on the other, Los
Angeles Harbor and Long Beach, Calif,,
and chemicals, chemical byproducts,
antifreeze liquids, and alcohol, between
Anaheim, Calif., on the one hand, and,
on the other, Long Beach and Los An-
geles Harbor, Calif., and the operating
rights set forth in certificate of regjst.ra—
tion No. MC-31689 (Sub-No. 2), 1§sued
July 25, 1967, as corrected, evidencing 2
right to engage in transportation in
interstate commerce corresponding Iin
scope to certificate of public convenience
and necessity granted by Decision No.
61235, dated December 20, 1960, as
amended by Decision No. 63060 and
transferred pursuant to Decision No.
71274, dated September 13, 1966, issued
by the Public Utilities Commission of the
State of California. Milton W. Flack,
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1813 Wilshire Boulevard, Los Angeles,
CA 90057, attorney for applicants.

No. MC-FC-73386. By order of Feb- -

ruary 14, 1972, the Motor Carrier Board
approved the transfer to Robert Reeder
Trucking, a corporation, Los Angeles,
Calif,, of certificate of registration No.
MC-99578 (Sub-No. 1), issued August 25,
1971, to California Delivery Service, a
corporation, Los Angeles, Calif., evidenc-
ing a right to engage in transportation
in interstate commerce corresponding in
scope to certificate of public convenience
and necessity granted by Decision No.
51718, dated July 18, 1955, as amended,
and transferred by Decisions Nos. 70673
and 78443, dated May 10, 1966, and
March 23, 1971, respectively, issued by the
Public Utilities Commission of the State
of California. Ernest D. Salm, 3846 Evans
Street, Los Angeles, CA 90027, represent-
ative for transferee, and Milton W. Flack,
Suite 400, 1813 Wilshire Boulevard, Los
Angeles, CA 90057, attorney for trans-
feror.
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No. MC-FC-73410. By order of Feb-
ruary 14, 1972, the Motor Carrier Board
approved the transfer to V. Van Dyke,
doing business as Van Dyke Truck Lines,
Seattle, Wash., of the operating rights in
certificate No. MC-114730 issued Novem-
ber 15, 1956 to Hall Heavy Hauling Co., a
corporation, Eugene, Oreg., authorizing
the transportation of various commodi-
ties between points in Douglass and Lane
Counties, Oreg., on the one hand, and, on
the other, specified areas in California.
John Ranquet, 817 Arctic Building,
Seattle, Wash. 98104, attorney for appli-
cants.

No. MC-73432. By order of February 14,
1972, the Motor Carrier Board approved
the transfer to Werlin Corp., Cincinnati,
Ohio, of permits Nos. MC-123540 and
MC-123540 (Sub-No. 2), issued Novem-
bér 22, 1961, and April 6, 1965, respec-
tively, to Elgin Church, Bethel, Ky.,
authorizing the transportation of dry
fertilizer, in bulk and in bags, from the
plantsite of the Armour Agricultural
Chemical Co., of St. Bernard, Ohio, to
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points in 16 specified Kentucky counties,
and fertilizer, from St. Bernard and Cin-
cinnati, Ohio, to points in Indiana,
Kentucky, and 12 specified counties in
West Virginia. Roland C. Lindsey, 3415
Southside Avenue, Cincinnati, OH 45204,
representative for applicants.

No. MC-FC-73473. By order of Feb-
ruary 11, 1972, the Motor Carrier Board
approved the transfer to Elliott, Inec.,
Bluefield, W. Va., of the operating rights
in certificates Nos. MC-119798 and MC-
119798 (Sub-No. 1) issued July 25, 1960,
and April 5, 1968, respectively to City
Warehouse, Inc., Bluefield, W, Va., au-
thorizing the transportation of various
commodities from, to, and between speci-
fled points and areas in Virginia and
West Virginia. LeRoy Katz, Post Office
Box 727, Bluefield, WV 24701, attorney
for applicants.

[SEAL] ROBERT L. OSWALD,
Secretary.

[FR Doc.72-2533 Filed 2-17-72;8:51 am|
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Title 13—BUSINESS CREDIT
AND ASSISTANCE

Chapter —Small Business
Administration
[Amdt. 8, Rev. 4]

PART 107—SMALL BUSINESS
INVESTMENT COMPANIES

Miscellaneous Amendments

On December 14, 1971, notice of pro-
posed rule making regarding amend-
ments to the regulations governing small
business investment companies (13 CFR
Part 107) was published in the FEDERAL
REGISTER (36 F.R. 23772) which would
amend Appendices 1 and 2 and make
certain conforming amendments. After
consideration of all such relevant matter
as was presented by interested persons,
the amendments as so proposed are
hereby adopted, subject to the following
changes:

A. Paragraph (£2(1) of §107.1102
Records and reports is changed by in-
serting at the beginning of the para-
graph the words “Except as hereinafter
otherwise provided” and by inserting
after the last sentence of the paragraph
the words “SBA may require a program
evaluation report in such form as pre-
scribed by SBA from selected Licensees.
These selected Licensees will be notified
by SBA of their selection and upon filing
such special program evaluation reports
shall be exempt from filing SBA Form
684 for that period.”

INFORMATION: The changes to paragraph
(f) (1) of § 107.1102 are made for clarification
of the reporting requirement in the event a
program evaluation report other than SBA
Form 684 is prescribed.

B. Changes in Appendix 1—Audit and
Examination Guide for Small Business
Investment Companies under the main
heading Report of Audit (Financial
Ezamination) :

1. In the first paragraph of the sec-
tion headed General after the word
“operations” add the words “and changes
in financial position.”

2. In the first paragraph of the sec-
tion headed Accountant’s Report (Cer=-
tificate) after the word “operations’” add
the words “and changes in financial
position.”

INFORMATION: Changes 1 and 2 are neces-
sary because of the addition of a “Statement
of Changes In Financial Position" to the
“Financial Report” SBA Form 468.

3. In the second paragraph aof the sec-
tion headed Accountant’s Report (Cer-
tificate) change the word “Procedure” to
the word “Procedural.”

INvoRMATION: Correction of a typographi-
cal error.

4. The first paragraph of the section
headed Internal Conirol is changed to
read as set forth below.

INFORMATION: Change 4 removes the im-
plication that the auditor is required to
express an opinion on the overall effective-
ness of the internal control.

RULES AND REGULATIONS

5. Delete the last sentence of the sec-
tion headed Organization Costs and in
its place add the following sentence “At
the first audit, the components of this
asset should be disclosed in SBA Form
468 or the footnotes thereto.”

INFORMATION: Change 5 places the require-
ment upon the Licensee to disclose the com-
ponents of organization expense in SBA Form
468 or the Yootnotes thereto at the first
audit only.

C. Changes in Appendix 2—Instruc-
tions for Preparation of the Financial
Report, SBA Form 468.

1. Item 7 in the section headed Siate-
ment of Changes in Financial Position
delete the words “Explain such transac-
tion in detail” and in its place add the
words “Attach explanation sheet.”

2. Item 29 in the section headed Staie-
ment of Changes in Financial Position
after the last word add the words
“Attach explanation sheet.”

INFORMATION: Changes 1 and 2 are self
explanatory.

The text of the finalized amendments
set forth below, reflects the above
changes to the proposed amendments
published December 14, 1971.

Effective date. In view of the determi-
nation made that it is in the public inter-
est that these amendments be applied
promptly to the Small Business Invest-
ment Program, they shall become effec-
tive on the date of their publication in
the FEpERAL REGISTER (2-24-T2).

Dated: February 14, 1972.

THOMAS S. KLEPPE,
Administrator.

1. Paragraphs (d) (1) and (2) and (f)
(1) of §107.1102 are amended to read
as follows:

§ 107.1102 Records and reports.

- * bd L "

(d) Financial reports to SBA:

(1) Each Licensee shall submit to
SBA, at the end of each fiscal year a re-
port containing financial statements for
the fiscal year; and, when requested by
SBA, interim financial reports.

(2) The report as of the end of each
fiscal year shall contain, or be accom-
panied by an independent public ac-
countant’s opinion on the financial state-
ments for the fiscal year included there-
in. Such opinion shall be based on an
audit of the accounts of the Licensee con-
ducted in accordance with generally
accepted auditing standards, and in
accordance with the Audit and Exami-
nation Guide for Small Business Invest-
ment Companies prescribed by SBA,
by an indepéndent certified public ac-
countant or an independent licensed
public accountant, certified or licensed
by a regulatory authority of a State or
other political subdivision of the United
States who has been approved by SBA.
Effective December 31, 1975, only a cer-
tified public accountant may be consid-
ered qualified to render an opinion as
an independent public accountant on
behalf of an SBIC except that those
licensed public accountants who have re-

ceived their licenses on or before Decem-
ber 31, 1971, will also be considered
similarly qualified.

® - . . .

(f) Program evaluation reports:

(1) Except as hereinafter otherwise
provided the Program Evaluation Report,
SBA Form 684, shall be prepared by each
Licensee as of March 31 of every calendar
year and filed in triplicate with SBA not
later than June 30 of such year, to reflect
all transactions involving Licensee’s
debt or equity financing of small business
concerns which were outstanding at any
time during the preceding 12-month pe-
riod ending March 31, The report shall be
prepared in accordance with Instructions
for Preparation of the Program Evalua-
tion Report, SBA Form 684, which are
printed in Appendix 3 as part of the reg-
ulations of this part. Copies of SBA Form
684 and of the Instructions may be ob-
tained from SBA. SBA may require a pro-
gram evaluation report in such form as
prescribed by SBA from selected Licens-
ees. These selected Licensees will be
notified by SBA of their selection and
upon filing such special program evalua-
tion reports shall be exempt from filing
SBA Form 684 for that period.

* ® - * *

2. Paragraphs (a) and (b) of
§ 107.1104 are amended to read as fol-
lows, and paragraph (¢) is deleted.

§ 107.1104 Fidelity insurance.

(a) Each Licensee shall maintain a
fidelity bond in the form and amount set
forth in Addendum I (Fidelity Bond) to
SBA's Audit and Examination Guide for
Small Business Investment Companies.

(b) The Audit and Examination Guide
for Small Business Investment Compan-
ies is printed in Appendix 1 as part of the
regulations of this part.

(¢) [Deletedl

3. Appendices 1 and 2 are revised as
set forth below.

APPENDIX 1—AUDIT AND EXAMINATION GUIDE
For Smanl BusiNess INVESTMENT Con-
PANIES

FOREWORD

The Small Business Investment Act of 1958,
as amended, expresses the declared policy of
the Congress and purpose of the Act to Im-
prove and stimulate the national economy.
and particularly the small business segment
thereof, by establishing a program to stim-
ulate and add to the flow of private equity
capital and long-term loan funds which
small business concerns need to finance their
operations and assist in their growth, ex-
pansion, and modernization, and which are
not available in the amounts required: “Pro-
vided; however, that this policy shall be car-
ried out in such manner as to insure the
maximum participation of private financing
sources."

The Small Business Administration, in car-
rying out this policy, requests the coopera-
tion of independent public accountants en-
gaged in the practice of public accounting
to participate in their own localities in the
audit (financial examination) program for
small business investment companies. It is
desired that the audits of such companies
performed by independent public account-
ants selected by the individual companies
will be conducted with the uniformly high
degree of competency which the profession
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has so long striven to maintain, Through
the efficient, thorough, and economical per-
formance of the audits, the best interests of
the Licensee, the Small Business Adminis-
tration, and the accounting profession will
be served.

This Audit and Examination Guide for
Small Business Investment Companies was
initially prepared by the Small Business Ad-
ministration with the advice of a committee
of independent certified public accountants.
It has been revised primarily to take account
of amendments of the Small Business Invest-
ment Act and of the regulations governing
small business investment companies. Any
inquiries or comments relating to the exami-
nation of financial statements of small busi~
ness investment companies, or to the audit-
ing and reporting procedure as set forth in
this Audit and Examination Guide should be
directed to the Staff Accountant, Investment
Division, Small Business Administration,
1441 L Street NW., Washington, DC 20416.

GENERAL CONSIDERATIONS

The Small Business Administration, under
authority granted by the Small Business In-
vestment Act of 1958, as amended, requires
small business investment companies
licensed by SBA under the Act to have an
audit (financial examination) made of their
accounts and records annually by inde-
pendent public accountants selected or ap-
proved by SBA. SBA requires that the engage-
ment cover a “financial examination™ type of
audit described hereinafter. The annual
audit shall be performed as of the close of
each Licensee’s fiscal year. Three copies of the
annual audit report should be submitted to
SBA as soon as practicable after completion
and no later than the last day of the third
month following the close of the period cov-~
ered by the audit. -

Any public accountant, certified or Ili-
censed by a regulatory authority of a State
or other political subdivision of the United
States, who is independent and-who is duly
authorized to practice as a public account-
ant, and is in good standing under the laws
of the State or other comparable authority
in which so authorized, may be considered
qualified to render an opinion as an in-
dependent public accountant on behalf ot
an SBIC whose principal office is located
in such State or authority. Effective De-
cember 31, 1975, only a certified public ac~
countant may be considered qualified to
render an opinion as an independent public
accountant on behalf of an SBIC except that
those licensed public accountants who have
received thelr licenses on or before De-
cember 31, 1971, will also be considered
similarly qualified.

The Small Business Administration will
not recognize any public accountant as in-
dependent who is not in fact independent,
For example an accountant will be con-
sidered not independent with respect to any
small business investment company with
which he has, or had during the period
covered by the audit (financial examina-
tion), any direct financial interest or any
material indirect financial interest; or with
which he is, or was during such period
connected as a promoter, underwriter, vot-
ing trustee, investment adviser, director,
officer, or employee or in the capacity of
rendering bookkeeping services. In determin-
Ing whether an accountant may in fact be
not independent with respect to a particular
SBIC, SBA will give appropriate considera-
tion to all relevant circumstances, Including
evidence bearing on all relationships be-
tween the accountant and such SBIC or any
afliliate thereof, and will not confine itself
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to the relationships existing in connection
with the filing of reports with this Agency.

The responsibility for the selection of the
independent public accountant by the SBIC
is vested In the board of directors. Any ac-
countant qualifying as an independent pub-
lic accountant, as explained above, may be
considered as having SBA approval to per-
form the annual audit (financial examina-
tion) upon selection by the board, and the
filing with SBA by such accountant of an
executed IPA Statement. CO Form 112 (4-70),
certifying as to his gualification and inde-
pendence, unless otherwise advised by SBA.
It is strongly recommended that the board
give thorough consideration each year to the
matter of selecting the public accountant to
perform that year's audit. The board under
this policy selects an accountant with whom
it agrees as to the engagement and basis of
compensation. The SBIC then furnishes no-
tification of the board's selection to the Stafl
Accountant, Investment Division, Small
Business Administration, 1441 L Street NW.,
Washington, DC 20416. Notification to SBA is
not necessary when the same accountant or
accountants are retained for successive years.

This guide has been prepared, and made a
part of the regulations, to inform Licensees
under the Small Business Investment Act of
1958, as amended, and independent public
accountants engaged by them as to SBA's
minimum requifements concerning fidelity
bonds, valuation of portfolio assets, and
audits (financial examinations) of SBICs. It
is not intended to be a complete manual of
audit (financlal examination) procedure, nor
is it intended to supplant the accountant’s
judgment as to any additional work required
to meet generally accepted auditing stand-
ards and to render adequate and appropriate
reports. Through use of this guide by inde-
pendent public accountants the Administra-
tion expects audits (financial examinations)
of uniformly high quality to be made of all
small business investment companies li-
censed by SBA,

The procedures set forth herein apply gen-
erally to a type of audit technically termed
a “financial examination.”

A financial examination is to be made in
accordance with generally accepted auditing
standards. The auditing procedures employed
should include: (1) Review of the system of
internal control and of the accounting prin-
ciples followed; (2) independent sampling
(through inspection, correspondence, etc.) to
ascertain the existence of assets; (3) applica-
tion of audit tests to determine that liabili-
ties are reflected in the balance sheet; (4)
review and testing of the income and ex-
pense accounts; (5) review of the account-
ing records, with application of appropriate
testing procedures, to determine the authen-
ticity and general reliability of the financial
statements prepared from the accounts; and
(6) such other auditing procedures as the
independent public accountant considers
necessary in the circumstances.

SBA has prescribed a system of account
classifications which is required to be used
by licensed small business investment com-~
panies. The Agency requires uniform report-
ing and contemplates that generally accepted
asuditing standards will be maintained. The
attainment of accounting and reporting uni-
formity and the maintenance of auditing
standards will provide reliable information
for use by SBIC management and SBA, Ac-
countants engaged by SBICs should become
familiar with:

Small Business Investment Act of 1958, as
amended.

Regulations governing small business Invest-
ment companies issued pursuant to the
Small Business Investment Act of 1958, as
amended.
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System of Account Classifications for Small
Business Investment Companies (Part 111,
SBA Rules and Regulations).

Financial Report, SBA Form 468.

REPORT OF AUDIT (FINANCIAL EXAMINATION)

General

The financial statements referred to in this
guide are those constituting the Financial
Report, SBA Form 468! and should be pre-
pared on such form. The accountant’s ex-
amination should be directed toward the
expression of an opinion as to whether the
statements of (a) financial condition, (b)
surplus reconciliations, (¢) income and ex-
pense, (d) realized gains and losses on in-
vestments, and (e) changes in financial posi-
tion, present fairly the financial position of
the SBIC as of the audit date and the results
of its operations and changes in financial
position for the period then ended in con-
formity with generally accepted account-
ing principles applied on a basis con-
sistent with the preceding year. The sched-
ules of SBA Form 468 should be subject to
the audit procedures applied in the account-
ant’s examination of the basic financial
statements to enable him to express an opin-
fon as to whether these schedules are fairly
stated In all material respects in relation to
the basic financial statements.

It is contemplated that a long-form audit
report shall be rendered including the Fi-
nancial Report, SBA Form 468 the account-
ant's opinion thereon and narrative com-
ments relating to significant accounts and
matters.

The accountant should, when possible,
provide an unqualified opinion. In cases in
which he considers it necessary to qualify or
disclaim an opinion, the accountant should
cite, when applicable the specific loans, in-
vestments or other items causing such quali-
fication or disclaimer, and also state the
specific factors involved which led to the
qualification or disclaimer,

It is expected that all audit adjustments
will be recorded in the SBIC's records before
completion of the audit report, so that finan-
cial statements included in the audit report
will agree with the books as adjusted to the
balance sheet date, giving consideration to
reclassifications of account balances for re-
port purposes. If the adjustments are not on
the books of the SBIC a statement should
be made to this effect.

The accountant’s comments should be con~
cise and meaningful. Comments stereotyped
as to expression on the basis of previous
reports are to be avoided.

The agreement between the SBIC and the
accountant with respect to the audit (finan-
cial examination) should provide that any
information in the accountant’s working
papers will be made available upon request
to the SBIC or to SBA.

Three copies of the audit report, with SBA
Form 468, properly executed by the appro-
priate officers of the SBIC shall be submitted
to SBA.

A copy of all adjusting Journal entries
recommended by the accountant should be
attached to the inside of the back cover of
each copy of the audit report submitted to
SBA. Also attached to the inside of the back
cover of each copy of the audit report should
be a copy of any transmittal letter, special
report, or similar communication furnished
to the SBIC.

All SBIC audit reports submitted to SBA
should be sent to: Investment “Division,
Small Business Administration, 1441 L Street
NW., Washington, DC 20416,

1 Filed as part of the original.
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Accountant’s Report (Certificate)

The accountant’s report shall be dated,
signed, and shall identify without detalled
enumeration the financial statements cov-
ered by the report. The accountant’s report
shall state whether the audit was made in
accordance with generally accepted auditing
standards; and shall designate any auditing
procedures generally recognized as acceptable
or deemed necessary by the accountant under
the circumstances of the particular case,
which have been omitted, and the reasons
for their omission. Nothing herein shall be
construed to imply authority for the omis-
sion of any procedures which independent
public accountants would ordinarily em-
ploy in the course of an audit made for the
purpose of expressing the opinion required
as stated hereinafter. The accountant’s re-
port shall (a) state clearly the opinion of
the accountant as to the fairness with which
the financial statements present the finan-
cial position of the Licensee at the audit
date, the results of its operations and changes
in financial position for the period then
ended in conformity with generally ac-
cepted accounting principles; (b) state
whether the supplemental data contained
in the schedules of SBA Form 468 have
been subjected to the audit procedures
applied in the examination of the basic fi-
nancial statements and whether, in the ac-
countant’s opinion. these data are fairly
stated in all material respects in relation
to the basic financial statements; and (¢)
make reference to the consistent applica-
tion of such principles or to any material
changes in accounting principles or prac-
tices or method of applying the accounting
principles or practices, which affect com-
parability of such financial statements with
those of prior and future periods. Any mat-
ter to which the accountant takes exception
shall be clearly identified, the exception
thereto specifically and clearly stated, and,
to the extent practicable, the effect of each
such exception on the related fihancial
statements given.

The independent public accountant s ex-
pected to satisfy himself as to the reason-
ableness of the bases used by SBIC’s Board
of Directors in determining the valuation of
loans and investments as presented under
the pertinent headings of this guide. The
indeper.dent public accountant should de-
termine and report in the narrative com-
ments of his long-term report, whether the
SBIC appears to have followed the valuation
techniques and standards set forth in SBA
Policy and Procedural Release No. 2006 dated
December 31, 1965, in making the valuation.
Except insofar as the valuations may affect
the carrying values of investments shown on
the financial statements, it shall be under-
stood that the accountant’s opinion on the
financial statements contained in SBA Form
468 does not extend to the valuation of loans
and investments given in the memorandum
item after the end of the Statement of Fi-
nancial Condition and in the memorandum
columns of the applicable schedules.

Procedure for Reporting Irregularities

To meet its responsiblilities SBA requires
that the Investment Division be notified im-
mediately in the event any apparent defal-
cation or other apparent criminal violation
is disclosed. The examining accountant
should determine that this has been done
in every applicable case,

AUDIT @F ACCOUNTS AND REPORT OF AUDIT
PROCEDURES AND FINDINGS

The audit (financial examination) referred
to herein shall be conducted in accordance
with generally accepted auditing standards
and therefore shall include such tests of the
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accounting records and such other proce-
dures as deemed necessary to enable the inde-
pendent public accountant to render an
opinion on the statements reported upon.
Among the procedures to which particular
attention should be given are the following:

Internal Control

It is expected that the independent public
accountant will review the company’s proce=-
dures and form an opinion on the effective-
ness of the internal control. In determining
the extent and nature of the testing and
checking of certain accounts consideration
should be given to existing internal control.
The independent public accountant may if
he considers it more appropriate, report on
internal control in a supplementary letter
report rather than commenting thereon in
the general comment section on this report.

Each Licensee is required to establish and
maintain effective control arrangements cov-
ering its porfolio of investment securities,
funds, and equipment. Dual control over dis-
bursements of funds and withdrawals of
securities from safekeeping, and the segrega-
tion of duties of employees represent key
features of such arrangements.

Fidelity Bond

The independent public accountant should
check the provisions of the SBIC's fidelity
bond against the requirements of SBA as
stated In Addendum I of this gulde, and
should comment in his report regarding the
conformity of the bond to such require-
ments.

Minutes

The accountant should review the minutes,
and determine that items of & financlal na-
ture have been adequately reflected in the
financial statements, schedules and notes
thereto. Where, in the accountant’s opinion,
material actions of the SBIC are not ade-
quately covered by the minutes and items
covered in the minutes are not reflected in
the financial statements, appropriate dis-
closure should be meade in the accountant's
report.

Cash

Cash on hand should be counted. Cash in
banks should be reconciled with book bal-
ances and confirmed by correspondence. In
addition to bank statements at balance sheet
date of the audit, the independent public
accountant should request and utilize cut-
off statements as of a subsequent date to
permit determination of the disposition of
outstanding checks, deposits in transit, and
other reconciling items.

U.S. Government Obligations, Insured
Savings, and Time Deposits

Temporary investments made from the
company’s general cash funds in direct and/
or fully guaranteed U.S. Government obliga-
tions should be verified by inspagtion or,
when applicable, by confirmation from cus-
todians. Verification should include ascer-
tainment that proper interest coupons are
attached to bearer bonds. The recorded cost
or, in the case of U.S. bonds, the current
redemption value should be verified. The
accountant should ascertain that registered
bonds are in the name of the SBIC or en-
dorsed so as to be transferable to the com-
pany, or sre accompanied by powers of at-
torney.

Temporary investments of the company's
general cash funds in savings institutions
should be reconciled with book balances and
confirmed by correspondence. Time certifi-
cates of deposits should be examined to
verify the SBIC's ownership of time depos-
its and to ascertain correctness of the bal-
ances per books.

Notes and Accounts Receivable, and
Allowance for Uncollectibles

Miscellaneous notes on hand should be
examined and the details compared with
the company’s records. A representative
number should be confirmed.by correspond-
ence with the makers,

Accounts receivable for services rendered
participating companies, for commitment
fees, for declared dividends and sharings in
income, and for management consulting, in-
vestigation, appraisal, and related services
rendered, as shown by subsidiary records,
should be reconciled to control accounts.
The same should be done with respect to
receivables representing participating com-
panies’ portions of principal and accrued
Interest receivable from financed small
business concerns.

The collectibility of notes and accounts re-
ceivable should be considered on the basis of
the most reliable information the auditor
can obtain. Such amounts due should be dis-
cussed with the executive officers of the com-
pany. Any contractual delinquency in pay-
ments to date should be given due considera-
tion. Items considered uncollectible should
be recommended for writeoff, and those of
doubtful collectibility should be adequately
provided for in the allowance for uncol-
lectible notes and. accounts receivable. If
considered desirable, an adjusting entry to
the allowance account should be recom-
mended by the accountant for adoption by
the SBIC. Comments concerning the ade-
quacy of the allowance account should be in-
cluded in the audit report.

Accrued Interest Receivable and Allowance
Jor Uncollectibles

Determination should be made that inter-
est receivable is currently and correctly
accrued on the SBIC's records. This involves
interest accrued on U.S. Government obliga-
tions, loans to and debt securities of
small business concerns, notes receivable,
sales contracts, and other interest-bearing
amounts due from debtors.

Comments concerning the adequacy of the
allowance for uncollectible interest receiv-
able should be included in the audit report.
Due From Directors, Officers, and Employees

Advances made to directors, officers, and
employees should be reviewed for proper
authorization and recording, and should be
commented on if not authorized or has been
outstanding more than 6 months.

Funds in Escrow and Other Current Assets

Funds in escrow pending closing of financ-
ing for small business concerns should be
confirmed. Miscellaneous current assets
should be reviewed for authenticity and ap-
propriateness of classification.

Loans, Debt Securities, Loans and Debdbi
Securities, Securities Sold With Recourse,
Allowances for Uncollectibles and Losses,
and Unearned Discount, Fees, and Other
Charges
The independent public accountant should

review notes, mortgages, and other obliga-

tion documents evidencing loans granted
under section 305 of the Small Business In-
vestment Act, as amended, and should con-
firm directly with the makers the amount of
the unpald balances. Debt securities of small
pusiness concerns, purchased by the SBIC
under provisions of section 304 of the Act,
as amended, should be subjected to & simi-
lar review and confirmation. Either type of
financing instruments obtained from other

SBIC's through purchase or through ex-

change of portfolio securities should likewlise

be examined and confirmed with the issuers.

All obligation documents should be checked

for signing by authorized parties, including

proper witnessing and acknowledgment, and
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for stated interest rate and term. Loans and
debt securities pledged should be confirmed
by correspondence with the holders, Deter-~
mine if securities pledged are subject to SBA
earmarking or mnonhypothecation require-
ments and if so, that SBA has furnished
written approval.

The System of Account Classifications pro-
vides for carrying loans and debt securities
at their unpaid principal balances, including
any related uncollected discounts, fees, or
other charges. In the case of any such fi-
nancings in which participations are sold to
others, only the portion retained by the sell-
ing company is shown in the seller’s books.
Loans and debt securities are to be reported
in the Statement of Financial Condition of
SBA Form 468 on the same basis as recorded
in the accounts.

Determination should be made that mort-
gages required to be recorded bear proper
notation of such recording. The accountant
should ascertain from such sources as the
loan and debt security ledger cards or sheets,
the collateral register, document files, min-
utes of board of directors’ meetings, and
statements of executive officers, what collat-~
eral documents should be on hand eyidenc-
ing security for loans and debt securities,
and should check for the presence of such
collateral documents,

The accountant should inspect each par-
ticipation agreement under which the com=
pany has purchased a participation interest
in a loan or debf security, should inspect the
documents evidencing such participation and
should request confirmation from seller to
the extent considered necessary. Similarly,
amounts reflected in subsidiary records as
participations of others in loans and debt se-
curities of the company under audit should
be reviewed in relation to the pertinent par-
ticipation agreements and confirmed with
the purchasers to the extent warranted.

The amounts of loans and debt securities
sold with recourse should be checked to the
records of such sales and to the advices
received from the purchasers as to payments
made by the financed small business
concerns.

The independent public accountant should
review the current financial statements of
the coné¢erns which are financed by the SBIC
and provide comments when considered sig-
nificant relative to the financial position of
the concern financed. When such financial
Statements of the concerns are not available
the accountant shall so state In his report.

The board of directors of the SBIC has the
responsibility of determining in good faith a
realistic valuation for each specifi¢ Joan and
debt security, which shall be arrived at after
consideration of all pertinent factors. Valua-
tion techniques and standards for guldance
of the board are set forth in SBA Policy and
Procedural Release No. 2006. The inde-
pendent public accountant should satisfy
himself as to the reasonableness of the bases
employed by the board of directors in making
determinations of the value of loans and debt
securities. No appreciation in value of debt
securlties is to be recorded in the books of
account, The valuations as determined by the
board of directors are to be shown in the
memorandum column of the applicable
Schedule of the Financial Report, SBA
Form 468.

The accountant should discuss all mar-
ginal loans and debt securities with the
executive officers of the SBIC. Writeoffs
should be recommended in instances in
which the unpaid balances of loans and debt
securities are considered uncollectible. The
allowance for uncollectible loans and the
allowance for losses on debt securtties should
be reviewed as to adequacy and commented
upon in the report. If considered desirable,
adjusting entries to the allowance accounts
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should be recommended by the accountant
for adoption by the SBIC.

Special attention should be given by the
accountant to verification of all amounts of
unearned discount, fees, and other charges
shown as deducted from the unpald balances
of loans and debt securities.

Capital Stock of Small Business Concerns;
Warrants, Options, and Other Stock Rights
Acquired from SBCs; and Allowances for
Losses

All capital stock of small business con-
cerns in the possession of the SBIC should
be verified by inspection of the stock certi-
ficates, Similar capital stock on the books
which i5 not In the possession of the com-
pany should be confirmed by direct corre-
spondence with those having possession
thereof. Capital stock of small business con~
cerns is to be recorded on the books of the
SBIC at cost. In the case of any such financ-
ings in which participations are sold to
cthers, only the portion retained by the sell-
ing company is shown in the seller's books.

The independent public accountant should
review the cost determinations made with
respect to warrants, options, or other stock
rights carried on the books at a monetary
value. Only the selling company's portion of
such stock rights is shown in 1ts books when
participations in the stock rights are sold
to others, -

The accountant should inspect the agree~
ment and other documents evidencing each
participation purchased, and should request
confirmation from sellers to the extent con-
sidered necessary. Similarly, amounts re-
flected in subsidiary records as participations
of others in capital stock and warrants, op-
tions, or other stock rights acquired by the
company under audit should be reviewed In
relation to the pertinent participatien agree~
ments and confirmed with the purchasers to
the extent warranted.

It is the responsibility of the SBIC’s board
of directors to determine in good faith a
realistic valuation for each capital stock in-
vestment and for warrants, options, or other
stock rights for which a separate cost has
been determined. This valuation shall be ar-
rived at after consideration of all pertinent
factors. Valuation techniques and standards
for guldance of the board are set forth in
SBA Policy and Procedural Release No. 2006.
The independent public accountant should
satisfy himself as to the reasonableness of
the bases employed by the board of directors
in making the value determinations. No ap-
preciation in the value of capital stock or
stock rights investments is to be recorded
in the books of account. The valuations of
the stock and stock rights as determined by
the board of directors are to be shown in
the memorandum column of the appllcable
schedule of the Financial Report, SBA Form
468,
The financial position and earnings of the
financed small business concerns are im-
portant factors in the board of director's de~
termination of the real value of the stock
and stock rights issued by such concerns.
The independent public accountants should
review the current financial statements of
the concerns which are financed by the
SBIC and provide comments when con-
sidered significant relative to the financial
position of the concern financed. When
financial statements of the concerns are not
available the accountant shall so state in
his report. Any material decrease in value of
capital stock or stock rights, as determined
by the board of directors, that is not ob-
viously of a transitory nature should be
compensated for by an Increase in the al-
lowance for losses on capital stock of small
business concerns, or in the allowance for
losses on their warrants, options, and other
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stock rights, as appropriate. These allow=-
ance accounts should be reviewed as to ade-
quacy by the accountant and commented
upon in his report. An adjusting entry to
effect any necessary increase should be
recommended by the accountant for adop-
tion by the company. Likewise, entries
should be recommended to write off any
established loss on capital stock of small
business concerns or on stock rights of such
concerns,
Venture Capital

Under the Small Business Investment Act
of 1958, as amended, SBICs are entitled to
borrow additional funds from SBA if they
have a qualifying amount of combined paid-
in capital and paid-in surplus and main-
tain a minimum percentage of total funds
available for investment In small business
concerns Invested or committed in “venture
capital,” as defined in § 107.3 of the regula-
tions. The independent public accountant,
referring to the official definition of venture
capltal and reviewing the lending instru-
ments and related documents, should deter-
mine that the total amount of venture capl-
tal as indicated In the Financial Report, SBA
Form 468, is substantially correct.

Assets Aequired in Liquidation of Loans and
Debt Securities, Accumulated Deprecia~
tion, Mortgages Payable, and Allowance
Jor Losses

These assets may include a wide variety of
things of value, as, for example, collateral
notes receivable, accounts receivable, judg-
ments, sheriffs’ certificates, and various
types of real and personal property. Property
taken In liquidation should be recorded at
an amount determined by the board of di-
rectors on the basis of bid-in-price, agreed
consideration, or fair appraised value, as
deemed most suitable: Provided, That the
net amount recorded shall not exceed the
total amount of the related loan or equity
security indebtedness involved. In the case
of mortgaged real property acquired in lig-
uidation of loans and debt securities, the
property should be recorded at gross value
as determined by the board of directors, re-
duced as necessary to bring the net recorded
value within the above-stated Ilimitation.
The amount of the existing mortgage or
mortgages on such property should be shown
as a deduction from the property acquired in
liquidation on the asset side of the balance
sheet. The accountant should verify each as-~
set through application of procedures gen-
erally accepted for audit of the particular
class of assets involved. Board authorization
for recording these assets at the amounts
shown should be ascertained. The amount
recorded will correctly represent only the
selling company's portion of any such as-
sets In which participants are sold to
others.

It is the board of directors' responsibility
to determine In good faith a realistic valua-
tion for each security or other item of prop-
erty comprising assets acquired through
lquidation of loans and debt securities.
Such valuation shall he arrived at after con-
sideration of all pertinent factors. Valuation
techniques and standards for guldance of
the board are set forth in SBA Policy and
Procedural Release No. 2006. The independ-
ent public accountant should satisfy himself
as to the reasonableness of the bases em-
ployed by the board in determining the
values. No appreciation in the original re-
corded value of assets acquired in liguida-
tion of loans and debt securities is to be
recorded in the books of account. The valu-
ations as determined by the board of direc-
tors are to be shown In the memorandum
column of the applicable schedule of the
Financial Report, SBA Form 468,

The accumulated depreciation on assets
acquired in liquidation of loans and debt
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securities should be reviewed by the account=
ant to assure that it is not less in amount
than a conservative estimate of the expired
service life of such property while owned
by the SBIC. Insurance coverage should be
reviewed.

Such acquired assets should be discussed
with the executive officers of the company,
Writeoff should be recommended for items
considered worthless. The allowance for
losses on assets acquired in liquidation of
loans and debt securities should be reviewed
as to adequacy and commented upon in the
report, If considered desirable, adjusting
entries to the allowance account should be
recommended by the accountant for adop-
tion by the SBIC.

Amounts Due From Debtors on Sale of Assets
Acquired in Liquidation of Loans and Debt
Securities, Participation by Others, and
Allowance for Uncollectibles

Accounts and notes receivable, sales con-
tracts, mortgages, and similar evidences of
indebtedness to the SBIC arising from the
sale of assets acquired in liguidation of loans
and debt securities, as shown by subsidiary
records, should be reconciled to the control
account., Current and past-due accounts re-
ceivable should be confirmed as the inde-
pendent public accountant may deem appro=-
priate, consldering the relative significance
of such accounts in the financlal statements.
The accountant should check all notes, sales
contracts, mortgages, and other documents
evidencing amounts due from debtors on
sale of assets acquired in liquidation of loans
and debt securities, and should confirm
directly with the makers the unpald bal-
ances of such of these obligations as he
necessary. Sales contracts and
mortgages should be examined to ascertain
that such documents required to be recorded
bear proper notation of recording.

The collectibility of the amounts due
should be estimated on the basis of the most
reliable information the auditor can obtain.
Such amounts due should be discussed with
the executive officers of the company. Any
contractual delinquency in payments to date
should be given due consideration, Items
considered uncollectible should be recom-
mended for write-off, and those of doubtful
collectibility should be adequately provided
. for in the allowance for uncollectible
amounts due from debtors on sale of assets
acquired in liquidation of- loans and debt
securities. If considered desirable, an adjust-
ing entry to the allowance account should
be recommended by the accountant for

by the SBIC. Comments concern-
ing the adequacy of the allowance account
should be included in the sudit report,

Corporate Premises Owned, Furniture and
Equipment, and Accumulated Depreciation

The independent public accountant, dur-
ing the first audit of the SBIC, should ex-
amine the documents showing title to the
property owned as corporate premises. It
should be ascertained that the land is carried
at acquisition cost, plus the cost of subse-
guent benefit assessments and Improvements
(other than bulldings and improvements re-
lated thereto), and that the charging of
such additional costs to the land account has
been proper. The building owned as a part of
the corporate premises should be recorded at
acquisition cost plus cost of subsequent im-
provements thereto. Improvements to leased
property used as the company's office quarters
should be recorded at cost. The basis for re-
corded cost should be verified and capital
additions should be checked to ascertain that
only properly capitalizable items have been
added to book cost. Vouchers and invoices
covering such additions should be examined.
Retirements and sales should be reviewed to
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see that all transactions have been properly
refiected in the accounts. Insurance coverage
should be reviewed.

The accumulated depreciation on the
building and related improvements owned as
a part of the corporate premises should be
reviewed to assure that it is not less in
amount than a conservative estimate of the
expired service life of such building and im=-
provements, The basis for amortization of
leasehold improvements should be examined
for appropriateness.

On occasion, an SBIC may be found oper-
ating in the same or communicating office or
bullding with a bank or other financial insti-
tution. Sometimes both Institutions are
managed by the same individuals and the
same facilitles may be used for transacting
business. The accountant should satisfy him-
self that safeguards are maintained which
effectively segregate the books, records, and
assets of the separate institutions at all
timee,

The accountant should ascertain that fur-
niture and equipment, including automo-
biles, are recorded on the books at cost. Docu-
ments showing ownership of automoblles by
the company should be inspected and in-
voices for all major additions to furniture
and equipment during the audit period
should be examined. Sales and trade-ins of
furniture and equipment should be tested to
determine that they have been appropriately
recorded. Insurance coverage should be re=
viewed.

The accumulated depreclation on furni-
ture and equipment, including automobiles,
should be reviewed for adequacy,

The report should contain comments con-
cerning unusual conditions, if any, found
with respect to these assets.

Organization Costs

Legal fees, promotional expense, stock
certificate costs, Incorporation fees, taxes,
and other charges which may comprise orga-
nization costs on the books should be audited
for propriety as capital charges pending
amortization or writecoff to the organization
expense account. Following the first audit,
the review of organization costs will ordi-
narily be concerned chiefly with a determi-
nation and evaluation of the basis for amor-
tization and the consistency with which the
planned elimination of this balance sheet
item is being accomplished. At the first audit,
the components of this asset should be dis-
closed in SBA Form 468 or the footnotes
thereto.

Other

Insurance prepayments, and other prepay-
ments and deferred items should be reviewed,
All significant items should be examined for
propriety, for applicability to future periods,
and for appropriateness of the basis for write-
off. Particular note should be taken of any
amounts deferred as the result of improper
accounting or failure to identify the correct
purposes of the charges.

The sudit report should contain adequate
description of prepayments and deferred
charges and should contain comments con=
cerning any large or unusual amounts,

Miscellaneous assets of the company not
included under other captions should be
shown here. Miscellaneous assets should be
reviewed for validity and for propriety of
thelr retention on the books.

Accounts Payable

Accounts payable for participating com-
panies' portions of principal and accrued
interest recelvable from financed small busi-
ness concerns, compensation for services
rendered on participations purchased, for
commitment fees on deferred participations
by others, and for other values received, as
shown by subsidiary records, should be verl-

fied and reconciled to control accounts, The
accruals of compensation payable and com-
mitment fees payable should be reviewed
with reference to the related participation
agreements. Unusually large amounts and a
reasonable proportion of other amounts due
on open account should be confirmed by cor-
respondence with the creditors.

Other Current and Accrued Liabilities

Subsidiary records on other current and
accrued liabilities, Including those for inter-
est, salaries, taxes, dividends, unapplied re-
ceipts, trust receipts, amounts due directors,
officers, and employees (other than salaries),
and other deferred credits, should be checked
and reconciled with the control accounts, A
certificate, signed by an executive officer of
the company, should be obtained stating
that all actual liabilities have been entered
in the books and that all existing contingent
liablilities have been reported to the auditor.
The accountant should communicate with
the SBIC’s attorney to determine the exist-
ence of any claims in litigation or pending
against the company for the purpose of re-
porting any contingent liability,

The accountant should (following upon
the fact) state in the report that certificates
were received from the executive officer and
the attorney concerning the recording of
actual liabilities and the existence of any
claims in litigation or pending against the
company.

The report should also present pertinent
information concerning unusual current and
accrued liabilities, Special attention and
comment should be directed to any amounts
due directors, officers, and employees, and to
any contingent liabilities, including com-
mitments and guarantees.

Funds Borrowed and Other Liabilities

Indebtedness to SBA should be reconciled
to the current statements from the Small
Business Administration, Direct confirmation
from SBA is required and should be re-
quested on the basis of a statement, sub-
mitted in triplicate to the Director, Office of
Budget and Finance, Small Business Ad-
ministration, 1441 L Street NW, Washing-
ton, DC 20416, showing the unpald balances
of principal and interest at the balance sheet
date of the audit. Adequate identification of
each obligation, using execution date and
SBA loan symbols, should be given.

Debt to others than SBA for funds bor-
rowed likewise should be confirmed by cor-
respondence, Loan agreements, contracts and
mortgages, and minutes of board meetings
pertaining thereto should be examined in
relation to SBA financing and loans from
others to determine whether there has been
compliance with such of their terms as have
direct bearing on the financial position as
represented in the audited statements.

The other liabilities and deferred credits
should be checked for valldity. If these items
are material in amount, appropriate com-
ments thereon should be included in the re-
port. Special attention and comment should
be directed to any amounts due directors,
officers, and employees, and to any contin-
gent, liabilities, including commitments and
guarantees.

The independent public accountant should
ascertain that the appropriate schedule of
the Financial Report, SBA Form 468, re-
flects all commitments, guaranteed obliga-
tions, and other contingent liabilities, and
that the total of all contingent liabilities
is shown as a footnote at the bottom of
page 2 of SBA Form 468.

Capital Stock and Surplus

Verification of capital stock should be
carried out by examination of the stock
records and the stock certificate books, or
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by direct confirmation from the registrar
and transfer agent, if applicable. Cash rec-
ords or other records showing the considera-
tion recelved for capital stock should be
reviewed in connection with capital stock
transactions during the period. Authoriza-
tions of the board of directors and also the
charter and bylaws should be referred to.
Determination should be made as to the
existence of stock options, warrants, rights,
conversion privileges, sales of stock on special
terms, or reservations of shares of stock for
sale to particular groups or for options and
other rights. It should also be determined
that all such transactions have been ap-
propriately recorded and set forth in the
statement of financial condition, notes
thereto, or schedules as applicable. The In-
dependent public accountant should look
for and disclose the existence of any arrear-
ages In the payments on capital stock sub-
scribed or In the payment of dividends on
outstanding capital stock. Treasury stock
transactions should be analyzed and determi-
nation made that appropriate accounting
has been effected.

The audit report should contain
thoroughly informative comments regarding
caplital stock transactions during the period.

Changes In the surplus accounts during
the period should be reviewed for propriety
of the accounting entries effecting the
changes. Although all earnings for the year
are ultimately transferred to a single re-
tained earnings account, it should be de-
termined that appropriate distinction has
been made in classifying items in the Profit
and Loss Summary and the Realized Gain
and Loss Summary accounts as between (1)
income and expense from operations and
(2) realized gains and losses on investments.
Pald-in surplus debits and credits must also
be checked for appropriateness of classifica-
tion. "

Loans and Investments at Market or
Fair Value

Review should be made of the valuation
of loans and investments. The independent
public accountant should determine whether
the SBIC has followed the instructions for
the memorandum item following the State-
ment of Financial Condition in SBA Form
468 In making the valuation.

Income and Expense and Gain and Loss
Accounts

Appropriate tests should be made of in-
come and expense and gain and loss ac-
counts for the period under review. The test
should be sufficient, when combined with
information obtained in other phases of the
audit, to satisfy the accountant that trans-
actions summarized In these accounts are
genuine and have been properly authorized
and accurately recorded.

The verification procedures applied to in-
come and expense and gain and loss ac-
counts should be based on the same test-
check principles as are applied to the balance
sheet accounts. After examining represent-
atlve transactions for the period or periods
he has selected for testing, the accountant
should scan the accounts and examine any
entries which appear unusual. Special at-
tention should be given to transactions con-
tributing to the recorded gain or loss realized
on sale of Investments. In this connection,
reference should be made to SBA require-
ments concerning the realization and use
of Income and gains, as set forth in Adden-
dum II of this guide. A note to financial
statements should include information asto
the latest year through which Federal in-
tome tax returns of the SBIC have been
audited by the Internal Revenue Service,
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AppENDUM I—FIDELITY BOND
1. NEED FOR BOND

Each Licensee shall obtain and maintain
a fidelity bond which must be executed by
a surety holding a certificate of authority
from the Secretary of the Treasury pursuant
to sections 6-13 of title 6 of the United
States Code as an acceptable surety on Fed-
eral bonds. Each officer and employee who
has control over or access to cash, securities
or other property of the Licensee shall he

-covered by such fidelity bond. The form of

bond must meet the provisions of paragraphs
2 through 5 below.

2. TYPE OF BOND

The fidelity bond may be issued on a “Dis-
covery" or “Loss Sustained"” basis. Each bond
shall contain minimum coverage equivalent
to insuring agreements (A) Fidelity, (B)
On Premises and (C) In Transit provided in
Finance Companies Blanket Bond Standard
Form 15 or Stockbrokers Blanket Bond
Standard Form 14 both revised to Septem-
ber 1970. It should be clearly understood
that eligible fidelity bonds are not restricted
to Standard Forms 15 and 14, Equivalent in-
surance coverage as previously stated, con-
stitutes satisfactory coverage. Insuring
Agreements (D) Forgery or Alteration, (E)
Securities and (F) Counterfeit Currency,
misplacement coverage and Electronic Data
Processing Coverage are not required. The
bond shall also contain a rider or endorse-
ment providing that the surety will notify
SBA of its Intent to cancel the fidelity bond
at least 30 days in advance of the effective
date of the cancellation. At the option of
the Licensee a loss deductible clause not to
exceed $1,000 will be permissible under all
of the insuring agreements,

A Licensee, including a bank-owned or
controlled Licensee, may be covered as a joint
insured under a Fidelity Bond if the cover-
age meets the above requirements,

3. CANCELLATIONS AND CLAIMS BY THE LICENSEE

Each Licensee, at least 30 days prior to
making any request to the surety to termi-
nate or cancel such bond, shall notify SBA
in writing of its intent to terminate or can-
cel the bond, Each Licensee shall notify SBA
immediately in writing of any claim for loss
filed under the bond with the surety. Such
notifications to SBA shall be by certified
mail addressed to the Deputy Associate Ad-
ministrator for Investment, Small Business
Administration, 1441 L Street NW., Washing-
ton, DC 20416,

4. AMOUNTS

The minimum amount of fidelity bond for
each Licensee acceptable to SBA shall be
based upon the total amount of the assets
of the Licensee plus the unpaid balance of
loans and investments which the Licensee
has -contracted to service for others, as
follows:

Assets plus loans and investments serviced
for others:

Minimum

coverage

Up to $400,000. - oo mcome s $25, 000

$400,001 to $500,000- - ... 30, 000
$500,001 to $750,000- - -~ 40, 000
$760,001 to $1,000,000_______ 60, 000
$1,000,001 to $2,000,000 75, 000
$2,000,001 to $3,000,000 100, 000
$3,000,001 to $4,000,000 125, 000
$4,000,001 to $5,000,000 150, 000
$5,000,001 to $7,500,000__________ 175, 000
87,500,001 to $10,000,000-._______ 200, 000

$10,000,001 and over—..__________ )

1 $200,000 plus $10,000 for each $1 million
or fraction thereof over $10 million, except
that no Licensee shall be required to provide
and maintain a fidelity bond in an amount
greater than $1 million.
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5. BANK CUSTODIAN

Notwithstanding the provisions of para-
graph 4 above, if a Licensee’s portfolio se-
curities are held by a commercial bank, which
is a member of the Federal Deposit Insur-
ance Corporation, as custodian under a cus-
todianship agreement, such commercial
bank's fidelity bond may be construed as
furnishing the Licensee with adequate surety
protection for securities and funds in its
custody: Provided, That the amount of as-
sets, as defined in paragraph 4, in the pos-
session of the Licensee at any one time, or
$400,000, whichever is greater, is covered by
a prescribed fidelity bond.

ApDENDUM IT—REALIZATION AND USE OF
INcoME AND GAINS

1. PURPOSE

This addendum provides guidance to SBICs
for the determination of the realization of
operating Income and gains on investments
and the use of such profits for varlous cor-
porate purposes.

2, RECOGNITION OF PROFIT

a. Income from operations. Licensees may,
provided the collection of such income is
reasonably assured:

(1) Treat income from dividends and fees
as realized when a transaction is effected in
the ordinary course of business, and

(2) Treat commitment income and inter-
est income as realized when a transaction is
effected, or through the passage of time.

b. Gains from sales of assets. Assets here
considered include portfolio securities assets
acquired in liquidation of loans and debt se-
curities (including successor assets to those
originally acquired in such liquidation), and
those classified as other assets.

(1) Gain on the sale of assets when the
sale represents a final transaction may be
recognized as realized gain immediately when
received by a Licensee in cash (money,
checks, or negotiable money orders), de-
mand certificates of deposit issued by banks
which are members of the Federal Deposit
Insurance Corporation, and/or negotiable
direct obligations of the U.S. Government.

(2) That portion of cash Installment pay-
ments representing gain may also be recog-
nized as realized gain immediately as such
payments are received when the installment
feature is all that prevents characterization
of the transaction as final.

(3) Any transaction with recourse upon
the Licensee or involving any understand-
ing, agreement, option, privilege, or other
rights to repurchase by and/or resell to the
Licensee shall not be considered a final
transaction.

(4) Any reacquisition of the assets by the
Licensee, whether or not the result of prior
agreement or rights, shall be construed by
SBA as a nullification of the finality of the
original sale transaction.

(5) Any gain on sale of assets which does
not qualify as realized gain in accordance
with the foregoing shall be deferred pending
such realization. ’

3. USE OF PROFITS

&. Only profits realized in accordance with
the foregoing may be:

(1) Used for obtaining loan funds from
SBA,

(2) Used for payment of dividends, or

(3) Treated as realized profits for improve-
ment of bargaining position in mergers.

b. Profits realized as above may be used
also for correcting capital impairment. In
addition, noncash gain on the sale of assets
to a bona fide purchaser, which gain has
been deferred, may be recognized by SBA
for the purpose of correcting capital impair-
ment. This recognition will not be granted
if uncertainty as to the ultimate realization
of profit is so great that business prudence,
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as well as generally accepted accounting prin-
ciples, would preclude such recognition of
gain. Circumstances such as any of the fol-
lowing would raise a serious guestion as to
the propriety of the current recognition of
any gain:

(1) Consideration received in exchange for
assets disposed of consists of capital stock
having no quoted market value, or other
noncash real or personal property which can-
not be reasonably evaluated.

(2) Evidence of financial weakness of the
purchaser.

(3) Substantial uncertainty as to the
amount of costs and expenses to be incurred.

(4) Substantial uncertainty as to the
amount of proceeds to be realized because
of form of consideration or method of set-
tlement; for example, nonrecourse notes,
non-interest-bearing notes, purchaser’s
stock, and notes with optional settlement
provisions, all of interminable value.

(6) Amount and/or time of payment in-
determinate, being dependent upon future
sales or other action.

(6) Retention of effective control of the
asset by the Licensee.

(7) Limitations and restrictions on the
purchaser’s profit and on development or
disposition of the asset.

(8) Simultaneous sale and repurchase by
the same or affiliated interest.

(9) Concurrent loan to or other financing
of the purchaser.

(10) Small, or no down payment.

(11) Simultaneous sale and leaseback of
asset

4, PROCEDURE FOR OBTAINING SBA RECOGNI-
TION OF NONCASH GAIN FOR THE PURPOSE
OF CORRECTING CAPITAL IMPAIRMENT

The Licensee should submit to SBA, in
triplicate, & summary statement identifying
each sale transaction involved, giving the fol-
lowing particulars:

a. Portfollo securities, acquired (or suc-
cessor) assets, or other assets parted with
and their cost less allowance for losses, pro-
ceeds obtained, and net gain or loss,

b. Name of purchaser and affillation (if
any) with Licensee.

¢. Description and value of consideration
received, including terms and collateral (if
any) of any debt instruments, and :

d. Provisions of any rights or privileges
obtained or granted by the Licensee.

5. ACCOUNTING REQUIREMENTS

a. Income from operations. Restrictions on
the classification of income as realized and
procedures to be followed when such
amounts are not to be considered as realized
are found in the notes to income accounts
Nos. 500, 512, 516, 532, in the System of Ac-
count Classifications for Small Business In-
vestment Companles (Part 111 of the
regulations).

b. Gains from sales of assets. (1) Any
profit on the sale of assets which does not
qualify as realized gain in accordance with
section 2.b of this addendum should be
credited to account No. 383. Other Deferred
Credits, pending such realization.

(2) SBA recognition of noncash gain on
sales of assets shall not constitute approval
to transfer the amount involved from ac-
count No. 383 to the appropriate gain ac-
counts, as such action shall remain
dependent on meeting the qualifications in
section 2.b of this addendum.

APPENDIX 2—INSTRUCTIONS FOR PREPARATION
oF THE FINANCIAL REPORT, SBA ForM 468

GENERAL

There are set forth herein the instructions
for preparation of the Financial Report, SBA
Form 468, which report is required by Small
Business Administration regulations to be
filed wtih SBA by each licensed small busl-
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ness investment company at the end of each
fiscal year, and at such other times as SBA
may request. The Financial Report filed by
each Licensee shall present fairly the fi-
nancial position of the Licensee as of the
close of the perlod covered by the report and
the results of the Licensee’s operations for
such period, and shall be prepared in ac-
cordance with these instructions. The ac-
counts referred to by account number in
these instructions are those prescribed by
SBA in the System of Account Classifications
for Small Business Investment Companies as
set forth in Part 111 of this chapter.

The Financial Report, SBA Form 468, shall
be filed in triplicate with the Investment
Division, Small Business Administration,
1441 L Street NW., Washington, DC 20416, on
or before the last day of the third month
following the close of the period covered by
the report (in the case of an audited report).

Licensees which are registered investment
companies should refer to the rules promul-
gated by the Securities and Exchange Com-
misslon, 500 North Capitol Street, Washing-
ton, DC 20549, for the official requirements as
to financial reports to be filed with SEC and
the time allowed for filing,

The Financial Report, SBA Form 468, re-
quires a statement of financial condition,
statement of surplus reconciliations, state-
ment of income and expense, statement of
realized gain or loss on investments, state-
ment of changes in financial position and
supporting schedules. If any statement or
schedule is not applicable, it is still rrquired
to be filed but should be marked “N/A” or
“Not Applicable.”

When the Licensee has a wholly owned sub-
sidiary organized solely for the purpose of
rendering management consulting services,
financial reports submitted to SBA by the
parent Licensee shall reflect consolidated
figures covering the activities of both the
parent Licensee and its subsidiary corpora-
tion.

When the Licensee has one or more branch
offices, the data contained in the basic fi-
nancial statements and all supporting sched-
ules shall comprise a combination of the
figures for the principal office and all
branches, All money amounts required to be
shown in the financial statements and sched-
ules shall be expressed in whole dollars.
Appropriate adjustments of individual
amounts shall be made for the fractional part
of a dollar so that the items will add to the
totals shown.

HEADING

Set forth in the appropriate spaces the in-
formation called for representing the identi-
fication and the principal-office address of
the Licensee. As the employer identification
number, enter the number assigned to the
Licensee by the U.S. Treasury Department, If
such number has not yet been assigned, an
Application for Employer Identification
Number, Form SS-4, shall be submitted to
the U.S. Director of Internal Revenue for the
area in which the Licensee's principal office
is located.

STATEMENT OF FINANCIAL CONDITION

Assets

Items:

1. Cash. State the total of the balances
contained in accounts Nos. 100 through 120,

2. U.S. Government obligations, insured
savings, and time certificates of deposit.
State the total of the balances contained in
accounts Nos. 130 through 137.

3. Notes receivadle. State the balance con-
tained in account No. 140.

4. Accounts receivable. State the balance
contained in account No. 150.

(a) Less: Allowance for uncollectibles (ap-
plicable to items 3 and 4). State the balance
contained in account No. 151,

5. Accrued interest receivable, State the
balance contained in account No. 160.

(a) Less: Allowance for wuncollectibles.
State the balance contained in account No,
161,

6. Due from directors, officers, and em-
ployees. State the balance contained in ac-
count No. 255.

7. Funds in escrow and other current
assets. State the balance contained In ac-
count No. 179 and the current portion of
account No. 220.

8. Total short-term assets. Enter the total
of the appropriate amounts opposite items 1,
2,4(a), 5(a),6,and 7.

9. Loans (section 305). State the balance
contained in account No. 170.

(a) Less: Amount sold with recourse. State
the balance contained in account No. 310.

(b) Less: Allowance for uncollectibles.
State the balance contained in account No.
171.

(c) Less: Unearned discount, fees, elc.
State the balance contained in account No.
173.

10. Debt securities of SBCs (section 304).
State the total of the balances contained In
accounts Nos. 180 and 184.

(a) Less: Amount sold with recourse. State
the total of the balances contained in ac-
counts Nos, 312 and 314.

(b) Less: Allowance for losses. State the
palance contained in account No. 185.

(¢) Unearned discount, fees, etc. State the
balance contained in account No. 187.

11, Capital stock of SBCs (section 304).
State the total of the balances contalned in
accounts Nos, 190 and 192.

(a) Less: Allowance for losses. State the
balance contained in account No, 193.

12. Warrants, options and other stock
rights, acquired from SBCs (section 304).
State the balance contained in account No.
196. :

(a) Less: Allowance jfor losses. State the
balance contained in account No. 197.

18. Assets acquired in liquidation of loans
and debt securities. State the balance con-
tained in account No. 200.

(a) Less: Accumulated depreciation. State
the balance contained in account No. 203.

(b) Less: Mortgages payable. State the bal-
ance contained in account No. 318.

(c) Less: Allowance for losses. State the
balance contained in account No. 201.

14. Amounts due from debtors on sale of
assets acquired in liquidation of loans and
debt securities. State the balance contained
in account No. 210.

(a) Less: Allowance for uncollectibles.
State the balance contained in account No.
211.

15. Total loans and investments. Enter the
total of the appropriate amounts opposite
items 9(c), 10(c), 11(a), 12(a), 13(¢c), and
14(a). :

{6.) Corporate premises owned and fjurni-
ture and equipment. State the total of the
balances contained in accounts Nos. 230, 240,
and 242,

(a) Less: Accumulated depreciation. State
the total of the balances contained in ac-
counts Nos. 231 and 241,

17. Organization costs. State the balance
contained in account No. 256,

18. Other. State the total of the balances
contained in accounts Nos. 140, 220 (noncur-
rent portions), and 257.

10. Total other assets. Enter the total of
the appropriate amounts opposite items
16(a), 17, and 18,

20. Total. Enter the total of items 8, 15,
and 19,

Liabilities, Capital Stock, and Surplus

21, Accounts payable. State the balance
contained in account No. 340.

99, Accrued interest payable. State the
balance contained in account No. 350
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23, Accrued taxzes on income. State the
total of the balances contained in accounts
Nos. 354.1, 354.2, etc.

24, Other accrued expenses, State the bal-
ance contained in account No. 358.

26. Dividends payable. State the total of
the balances contained in accounts Nos. 360
through 364.

26. Employee taxes withheld. State the
balance contained in account No. 370.

27. Unapplied receipts and trust receipts.
State the total of the balances contained in
accounts Nos. 374 and 378.

28. Other. State the total of the balances
contained in accounts Nos. 320, 381, and 383
(portions applicable).

29, Total short-term liabilities. Enter the
total of items 21 through 28.

30. Notes payable to SBA. State the bal-
ance contained in account No. 300.

31. Notes payadble to other than SBA,
guaranteed by SBA. State the balance con-
tained in account No. 315.

32. Notes payable to other than SBA, not
guaranieed by SBA. State the balance con-
tained in account No. 316.

33. Morigages payable for funds borrowed.
State the balance contained in account No,
317.

34. Other. State the total of the balances
contained in accounts Nos. 320, 381, and 383
(portions applicable).

35, Debentures payable issued to SBA.
State the balance contained in account No,
301.

36. Total liabilities. Enter the total of the
appropriate amounts opposite items 29, 30,
33, 34, and 35,

37. Capital stock. State the total of the
balances contained In accounts Nos. 400
through 404 minus the balances contained
in accounts Nos. 405 through 409.

38. Paid~in surplus. State the balance con-
tained in account No. 420.

39. Less: —-.... shares of treasury stock
at cost. State the total of the balances con-
tained in accounts Nos. 415 through 419.

40. Total. Enter the total of items 37 and
38 minus item 39.

41, Capital stock subscribed. State the total
of the balances contained in accounts Nos.
410 and 411,

(a) Less: Subscriptions .receivable. State
the total of the balances contained in ac-
counts Nos. 413 and 414.

42. Total stockholders’ paid-in capital and
paid-in surplus. Enter the total of the appro-
priate amounts opposite items 40 and 41(a).

43. Retained earnings. State the balance
contained in the account No. 425.

44, Appropriated retained earnings. State
the balance contained in account No. 427,

45. Total capital stock and surplus. Enter
the total of the appropriate amounts op-
posite items 42 and 44,

46. Total. Enter the total of items 36 and
45.

Memorandum footnote. Show in the space
provided the market or fair value of loans
and investments (shown at cost less allow-
ance for losses in item 15 of the Statement
of Financial Condition). In determining the
market or fair value of portfollo securities
(including securities which may be readily
acquired through exercise of rights), secu-
rities for which market quotations are read-
Illy available shall be valued at the market
bid price, provided the securities are regis-
tered, or readily registrable, and salable,
and further provided that, in the opinion
of the board of directors, the bid price could
be realized on immediate liquidation of the
investment.

Securities other than those referred to
above shall be at cost less allowanc~ for
probable losses unless, because of steady
progress in the affairs of the portfolio com-
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pany, an increase above cost to the small
business investment company is clearly in-
dicated in the SBIC's equity in the book
value of the portfolio company's securities
as shown on the portfollo company’s books.
In the latter case the securities may be val-
ued at fair value as determined In good faith
by the board of directors.

The value of loans and investments deter-
mined in accordance with the foregoing shall
be reduced for purposes of this report by the
amount of what would be an appropriate
provision for taxes in respect of the unreal-
ized appreciation included in the determined
value. y

In column (10) of Schedules 1 through 4,
and column (8) of Schedule 7, identify with
an asterisk each security which was valued
above cost in arriving at the amount shown
as market or fair value of loans and
investments.

Footnote on contingent liabilities. Com-
plete the footnote on page 2, at the end of
the Statement of Financial Condition, which
indicates the total amount of all contingent
liabilities of the company, This amount shall
be the same as the grand total of Schedule
12 of the report.

STATEMENT OF SURPLUS RECONCILIATIONS

Set forth in this statement all activities in
accounts for paid-in surplus, retained earn-
ings, and appropriated retained earnings
during the fiscal year to date, showing open-
ing balances, additions and deductions, and
balances at close of the period. State sepa~-
rately the various additions and deductions,
describing clearly the nature of the trans-
actions out of which the items arose. Net
income or loss from page 3 should be labeled
“from net income, or (loss)” and realized
gain or loss on investments from page 4
should be labeled “from net realized gain or
(loss) on investments.”

STATEMENT OF INCOME AND EXPENSE FOR THE
FISCAL YEAR TO DATE

Income
Item

1. Commitment income. State the balance
contained in account No. 500.

2. Interest on loans. State the balance con-
tained in account No. 512.

3. Interest on debt securities. State the bal-
ance contained in account No. 516.

4. Interest on invested idle funds. State
the balance contained In account No. 510.

5. Interest income—other. State the bal-
ance contained in account No. 520,

6. Management consulting service fees.
State the balance contained in account
No. 532.

7. Investigation and service fees charged
other lenders. State the balance contained In
account No. 534.

8. Application and appraisal fees. State the
balance contained in account No. 536.

9. Dividends on capital stock of SBCs. State
the balance contained In account No. 540.

10. Sharings in income or revenue of SBCs.
State the balance contained in account
No. 541,

11. Income less expense Of $....... from
assets acquired in liquidation of loans and
debt securities. State the balance in account
No. 582 minus the balance in account No.
710. Show the balance contained in account
No. 710 as a separate item in the space pro-
vided for the expense.

12. Other income. State the balance cone
tained in account No. 584,

13. Total income. Enter the total of the ap-
propriate amounts opposite items 1, 5, 8, 10,
and 12.

Ezpenses

14, Commitment erxpense. State the bal- ~

ance contained in account No. 600,
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15, Interest on obligations payabdble to SBA.
State the balance contained in account No.
610.

16. Interest on obligations payable to other
than SBA, State the balance contained in
account No. 622,

17. Stock record and other financial ex=
penses. State the balance contained In ac-
count No. 642,

18. Total financial expenses. Enter the
total of items 14 through 17,

19. Advertising and promotional costs.
State the balance contained in account No.
650.

20. Appraisal and investigation costs. State
the balance contained in sccount No, 651,

21. Auditing and ezamination costs. State
the balance contained in account No. 652.

22, Communications. State the balance
contained in account No. 653.

23. Cost of space occupied. State the bal-
ance contained in account No, 654,

24. Depreciation of corporate premises
owned, furniture, and equipment, State the
balance contained in account No. 655.

25. Directors’ and stockholders’ meetings
costs. State the balance contained in account
No. 657.

26. Insurance. State the balance contained
in account No. 658.

27. Investment adviser costs. State the bal-
ance contained in account No. 660.

28. Legal services. State the balance con=
tained in account No. 661,

29. Salaries of officers. State the balance
contained in account No. 663.1.

30. Salaries of employees. State the bal-
ance contained in account No. 663.2.

31. Tazes, excluding income tazes. State
the balanca contained in account No., 664,

32. Travel. State the balagce contained in
account No. 665. '

33. Employee benefits expense. State the
balance contained in account No. 670.

34. Organization expense. State the bal-
ance contained in account No. 672.

85. Miscellaneous operating expenses. State
the balance contained in account No. 679.

36. through 39. (For unclassified items.)

40. Total operating ezpenses. Enter the
total of items 19 through 39.

41. Other expenses. State the balance con-
tained in account No. 715.

42. Total expenses. Enter the total of items
18, 40 and 41.

43. Net operating income before provision
for probable losses and income tazes. Enter
the balance resulting from the deduction of
item 42 from item 13.

44. Provision for probable losses on re-
ceivables. State the balance contained in
account No. 680.

45. Provision for probable losses on port-
Jolio securities, State the balance contalned
in account No. 682,

48. Provision for probable losses on assets
acquired in liquidation of loans and debt
securities. State the balance contained in
account No. 684,

47. Provision for probable losses on
amounts due from debtors on sale of assets
acquired in liquidation of loans and debt
securities. State the balance contained in
account No. 686.

48. Net operating income before provision
for income tazes. Enter the balance resul ting
from the deduction of the appropriate
amount opposite item 47 from item 43,

49. Provision for Federal income tazres—
Net income. State the balance contained in
account No. 720.1,

50. Provision for State and other income
taxes. State the balance contained in account
No. 720.2.

51. Net income (loss) jrom operations.
ﬁnter the balance resulting from the deduc-

on of the appropriate amount opposite item
50 from item 48,
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Norte: The Statement of Income and Ex-
pense provides only for income and expenses
from operations.

Extraordinary Income or Loss from trans-
actions not in the ordinary course of opera-
tions shall be credited directly to retained
earnings.

STATEMENT OF REALIZED GAIN OR LOSS ON
INVESTMENTS

1. U.S. Government securities. Show the
aggregate cost, aggregate net proceeds, and
net gain or net loss on the sale or other
disposition of U.S. Government obligations,
direct and fully guaranteed.

2. Debt securities of SBCs. Show the aggre-
gate cost less allowance for losses, aggregate
net proceeds, and net gain or loss on the
sale or other disposition of debt securities of
small business concerns.

3. Capital stock of SBCs. Show the aggre-
gate cost less allowance for losses, aggregate
net proceeds, and net gain or loss on the sale
or other disposition of capital stock of small
business concerns.

4. Warrants, options, and other stock
rights acquired from SBCs. Show the aggre-
gate cost less allowance for losses, aggregate
net proceeds, and net gain or loss on the
sale or other disposition of warrants, options,
and other stock rights acquired by the com-
pany from small business concerns.

5. Assets acquired in Hquidation of loans
and debt securities. Show the aggregate cost
less allowance for losses and mortgages pay-
able, aggregate net proceeds, and net gain or
loss on the sale or other disposition of assets
acquired in liquidation of loans and debt
securities of small business concerns. The
aggregate cost shown for this item shall be
the same a&s that recorded In the books of
account on the basis determined by the
board of directors from among (1) bid-in
price of the property, (2) agreed considera-
tion for the property, and (3) fair appraised
value of the property, but not to exceed the
total amount of the related loan or debt
security involved. =

6. Other. Show the aggregate cost less
allowance for losses, aggregate net proceeds,
and net gain or loss on the sale or other
disposition of any investments not included
in items 1 through 5.

7. Net gain and/or loss on investments.
Enter the net total of items 1 through 6.

8. Combined net gain (loss) on invest-
ments. Enter the balance resulting from the
deduction of item 7, column (5) from item
7, column (4).

9. Add realized gain for current year from
prior sales of investments (deferred credits).
State the amount of deferred gain of prior
years transferred to gain accounts In the
current year.

10. Less portion of gain not realized in
cash, demand certificates of deposit issued
by FDIC-member banks, and/or negotiable
direct obligations of the U.S. Government.
State the amount of the above gain repre-
sented by proceeds other than cash, demand
certificates of deposit issued by FDIC-mem-
ber banks, and/or negotiable direct obliga-
tions of the U.S. Government.

11. Net realized gain (loss) on investments
before provision for income tazes. Enter the
balance resulting from the addition of item
9 and deduction of item 10 from item 8.

12. Federal ‘income tazres—Net realized
gain on investments. State the amount of
estimated Federal income taxes applicable
to net realized gain on investments for the
fiscal year to date,

13. State and other income tazes—Net
realized gain on investments. Show the
amount of estimated State and other non-
Federal income taxes applicable to net real-
ized gain on Investments for the fiscal year
to date,

RULES AND REGULATIONS

14. Total provision for income tazes. Enter
the total of items 12 and 13.

15. Net realized gain (loss) on investments.
Enter the balance resulting from the deduc-
tion of item 14 from item 11. -

Note: Describe the transactions in this
statement in accordance with the instruc-
tions set forth In the note at bottom of the
form,

STATEMENT OF CHANGES IN FINANCIAL POSITION

Part 1—Source of Funds
Item

1. Net income (loss) jrom operations. Enter
the amotint of Item 51 shown in the State-
ment of Income and Expense.

2. Net realized gain (loss) on invesiments.
Enter the amount of Item 15 shown on the
Statement of Realized Gain or Loss on In-
vestments (page 4 of SBA Form 468).

3. Total net income. Enter the total of
Items 1 and 2.

4, Provision for probable losses. Enter the
total amount of Items 45, 46, and 47 shown
in the Statement of Income and Expense.
(Excludes Item 44—Provision for Probable
Losses on Receivables.)

5. Depreciation and amortization. Enter
the amount of Item 24 and any other
amounts of depreciation or amortization con-
tained in the Statement of Income and
Expense.

6. Tolal funds provided by met income.
Enter the total of Items 3, 4, and 5 of this
statement.

7.- Extraordinary income. Enter amount of
income from transactions not in the ordinary
course of operations, Attach explanation
sheet.

8. From repayments and sales of loans.
Enter the total of column 7 (cash deduc-
tions) of Schedule 1.

9. From repaymenis and sales of debt se-
curities. Enter the total of column 7 (cash
deductions) of Schedule 2.

10. From repayments and sales of capital
stock. Enter the total of column 7 (cash de-
ductions) of Schedule 3.

11. From repaymenits and sales of war-
rants, options and other stock rights. Enter
the total of column 7 (cash deductions) of
Schedule 4.

12. From repayments and sales of assets
acquired in ligquidation and amounts due
from debtors on sale of assets acquired in
liquidation. Enter the total principal reduc-
tion for the period resulting from repayments
and sales.

13. From sale of licensees capital stock.
Enter the capital stock increase for the period
resulting from sales for cash and capital stock
subscriptions paid for in cash.

14. Paid-in surplus. Enter the increase for
the period resulting from cash donations.

15. Funds borrowed jrom SBA. Enter the
amount borrowed during the period.

16. Funds borrowed from banks. Enter the
amount borrowed during the period. Do not
include any borrowings reflected in Short-
Term  Liabflities—Items numbered 21
through 28 in SBA Form 468 Page 2.

17. Other funds borrowed. Identify and
enter the amount borrowed during the period
on mortgages and other long term borrow-
ings not accounted for “elsewhere.

18. Total source of funds. Enter the total
of Items 6 through 17.

19. Funds disbursed for loans. Enter the
total of column b (cash additions) of
Schedule 1.

20. Funds disbursed jfor debt securities.
Enter the total of column 5 (cash additions)
of Schedule 2.

21, Funds disbursed for capital stock of
SBCs. Enter the total of column 5§ (cash
additions) of Schedule 3.

22. Funds disbursed for warrants, options
and other stock rights. Enter the total of
column 5 (cash additions) of Schedule 4.

23. Funds disbursed for other asset acquisi-
tions. Identify and enter the total Increase
in other asset acquisitions for the period
involving cash transactions.

24. Repayment of borrowed junds to SBA.
Enter the total principal paid during the
period.

25. Repayment of borrowed funds to banks.
Enter the total principal paid during the
period.

26. Repayment of borrowed jfunds to
others. Enter the total principal paid during
the period on mortgages and other long-term
debts,

27. Funds disbursed jor redemption of
licensee’'s stock. Enter the total paid during
the period.

28. Payment of dividends. Enter the total
pald for dividends during the period.

29. Extraordinary expenses. Identify and
enter the amount of expenses paid from
transactions not in the ordinary course of
operations, Attach explanation sheet.

30. Total disposition of funds. Enter the
total of Items 19 through 29.

31, Net increase or (decrease) in funds
available. Enter the difference between Item
18 and Item 30.

32. Funds available—At Dbeginning of
period. Enter the total short-term assets
(SBA Form 468, Page 1, Item No. 8) for the
immediate prior year less total Short-Term
Liabilities (SBA Form 468 Page 2 Item No.
29) for the same date.

33. Funds available—At end of period.
Enter the total of Items 31 and 32.

Part 2—Changes in Financial Position
From Noncash Transaction

Transactions not involving an outlay of
cash contained in Balance Sheet Items num-
bered 9 through 46 on pages 1 and 2 of SBA
Form 468 must be fully described in general
journal entry form indicating the classifica-
tion of accounts affected and the dollar
amounts recorded.

SCHEDULE 1-—LOANS (SECTION 305)

The items to be listed in this schedule shall
include all loans held, made, or otherwise
obtained, or disposed of by the company
during the fiscal year to date setting forth
the pertinent data indicated by the column
heading, The reporting company’s portion
of participation In loans shall be included.

List each loan by employer identification
number; owner group code number desig-
nating the group classification of the prin-
cipal ownership of the small business concern
as follows: (0) Negroes; (1) Puerto Ricans;
(2) American Indians; (3) Spanish Amerl-
cans; (4) Asians (Japanese, Chinese, Ko-
reans, Filipinos); (5) Eskimos and Aleuts;
(6) Undetermined and (7) Others—includ-
ing whites; financing number; interest rate;
Standard Industrial Classification code;
name of financed small business concern,
together with street address, city, State, zp
code, and county in which located; date and
maturity date; principal balance at begin-
ning of period; cash additions during period;
noncash additions during period (include
refinancing); cash deductions during period;
noncash deductions during perlod; and prin-
cipal balance at close of period. The total In
column (9) shall agree with Item 9 of the
Statement of Financial Condition,

Show in column (10) the market value, or
fair value as determined by the board of
directors, of each loan which is determined
to be worth less than the cost amount shown
for it in column (9) minus any allowance
for losses established for it. Any loan for
which an allowance for losses has been estab-
lished shall not be listed in column (10) at
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any value higher than cost less such
allowance.

An explanatory notation or footnote shall
be entered in the schedule with respect to
any loan (or any interest therein) obtained
from another Licensee.

Treat multiple disbursements under the
same financing agreement as a single financ-
ing. Show the total of all loan financing on
the last sheet of this schedule.

In column (1) enter the employer identi-
fication number of each listed small business
concern; if a concern does not have such
number, it should obtain one by fillng Form
58-4 with the U.S. Director of Internal Rev-
enue for the area in which the concern is
located. Insert the appropriate owner group
code number, in parentheses, following the
employer identification number of each small
business concern.

Enter for each listed small business con-
cern the four-digit Standard Industrial
Classification Code of the principal industry
in which the concern is engaged; refer to the
SIC Manual issued by the Bureau of the
Budget.,

If the Licensee has had more than one
financing in the same category outstanding
to the same small business concern (cumula-
tive beginning with March 31, 1966, out-
standing balances), each such similar financ-
ing should be assigned a financing number
(1-2-8, etc.) for identification purposes, and
this number should be shown in the applic-
able column on this report and on future
reports in relation to the same financing. A
number once assigned to a specific financing
of a small business concern should never be
reassigned to another financing in the same
category to the same concern.

In column (9) identify each item “pledged”
or “earmarked” by letter (P) or letter (E),
as appropriate. Also, identify by the letter
(V) each item qualifying under the regu-
lations as venture capital and by the letters
(SP) each item qualifying under the regu-
lations as special discretionary porfolio. Show
the total of all venture capital amounts on
the last sheet of this schedule immediately
under the “Totals” line at the foot of col-
umn (9). Show the total of all special dis-
cretionary portfollo amounts on the last
sheet of this schedule Immediately under
the “Total venture capital”.

SCHEDULE 2-—DEBT SECURITIES (SECTION 304,
(§ 107.302 (B) (2) OF REGULATIONS)

The items to be listed shall include all debt
securities held, acquired, converted, or dis-
posed of during the fiscal year to date, set
ting forth the pertinent data indicated by
the column headings. The reporting com-
pany's portion of participation in debt se-
curities shall be included.

List each debt security by employer identi-
fication number; owner group code number
designating the group classification of the
principal ownership of the small business
concern as follows: (0) Negroes; (1) Puerto
Ricans; (2) American Indians; (3) Spanish
Americans; (4) Aslans (Japanese, Chinese,
Koreans, Filipinos): (5) Eskimos and Aleuts;
(6) Undetermined and (7) Others—includ«
ing whites; financing number; interest rate;
Standard Industrial Classification code;
name of financed small business concern, to-
gether with street address, city, State, zip
code, and county in which located; date and
maturity date; principal balance at begin-
ning of period; cash additions during period;
noncash other additions during period; cash
deductions during period; noncash deduc-
tion during period; and principal balance
at close of period. The total In column (9)
shall agree with Item 10 of the Statement of
Financial Condition.

Show in column (10) the market value, or
fair value as determined by the board of di=
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rectors, of each debt security which Is de-
termined to be worth more than the cost
amount shown for it in column (9) and
each debt security which is determined to be
worth less than the cost amount shown for
it in column (9), minus any allowance for
losses established for it. Any debt securlity
for which an allowance for losses has been
established shall not be listed in column
(10) at any value higher than cost less such
allowance.

Show in column (11) opposite each debt
security financing the percentage of the
financed small business concern’s voting se-
curities which has been and/or can be ob-
talned by the Licensee through exercise of
conversion privileges and/or stock purchase
warrants or options received in connection
with the specific financing. This percentage
shall be computed without giving considera-
tion to the possibility of simultaneous exer-
cise of stock rights by other investment in-
terests. Wherever a Licensee considers it
important to disclose that its percentage of
actual and potential ownership is affected by
the probable action of others in exercising
their stock rights, a footnote should be ap~
pended to the percentage figure arrived at by
consideration of only the Licensee’s action.
In such footnote the percentage of actual
and potential ownership giving consideration
to the probable action of others should be set
forth, together with an explanation includ-
ing the names of the other investors who are
likely to exercise their rights, the percentages
of actual and potential ownership they hold,
and the general terms of their stock rights.

An explanatory notation or footnote shall
be entered In the schedule with respect to
any debt security (or any interest therein)
obtained from another Licensee.

Treat multiple disbursements under the
same financing agreement as a single financ-
ing. Show the fotal of all debt security fi-
nancing on the last sheet of this schedule.

In column (1) enter the employer identifi-
cation number of each listed small business
concern; if a concern does not have such
number, it should obtain one by flling Form
S5S-4 with the U.S. Director of Internal Reve-
nue for the area in which the concern is
located.

Insert the appropriate owner group code
number, in parentheses, following the em-
ployer identification number of each small
business concern.

Enter for each listed small business con-
cern the four-digit Standard Industrial
Classification Code of the principal Industry
in which the concern is engaged; refer to the
SIC Manual issued by the Bureau of the
Budget.

If the Licensee has had more than one fi-
nancing in the same category outstanding to
the same small business concern (cumulative
beginning with March 31, 1966, outstanding
balances), each such similar financing
should be assigned a financing number
(1-2-3, ete.) for ldentification purposes, and
this number should be shown in the appli-
cable column on this meport and on future
reports in relation to the same financing.
A number once assigned to a specific financ-
Ing of a4 small business concern should never
be reassigned to another financing in the
same category to the same concern.

In column (9) Identify each item
“pledged” or “earmarked" by letter (P) or
letter (E), as appropriate. Also, identify by
the letter (V) each item qualifying under
the regulations as venture capital and by the
letters (SP) each item qualifying under the
regulations as special discretionary portfolio.
Show the total of all venture capital amounts
on the last sheet of this schedule immedi-
ately under the “Totals” line at the foot of
column (9). SMow the total of all special
discretionary portfolio amounts on the last
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sheet of this schedule immediately under the
“Total venture capital”.

SCHEDULE 3—CAPITAL STOCK OF SBC'S

Furnish in this schedule a summary of all
capital stock of small business concerns set-
ting forth the pertinent data indicated by
the column headings. The items to be listed
shall Include all capital stock of small busi-
ness concerns held, acquired, converted, or
disposed of during the fiscal year to date set-
ting forth the pertinent data indicated by
the column headings. The reporting com-
pany's portion of participation in invest-
ments shall be included.

List each investment by employer ldenti-
fication number; Owner Group Code num-
ber; financing number; Standard Industrial
Classification code; name of financed small
business concern, together with street ad-
dress, city, State, zip code, and county in
which located; date acquired, type and class,
number of shares, etc.; balance at cost at
beginning of period; cash additions during
period; noncash additions during period at
cost; cash deductions during period; non-
cash deductions during period at cost; and
balance at cost at close of period.

The total in column (9) for capital stock
of SBCs shall agree with Item 11 of the
Statement of Financial Condition.

Show in column (10) the market value,
or fair value as determined by the board of
directors, of each Investment which is deter-
mined to be worth more than the cost
amount shown for it in column (9) and each
investment which is determined to be worth
less than the cost amount shown for it in
column (9), minus any allowance for losses
established for it. Any investment for which
an allowance for losses _has been established
shall not be listed in column (10) at any
value higher than cost less such allowance.
Show in column (11) the percentage of
ownership In the small business concern.,

An explanatory notation or footnote shall
be entered in the schedule with respect to
any investment (or any interest therein)
obtained from another Licensee.

Treat multiple disbursements under the
same financing agreement as a single financ-
ing. Show the total of all capital stock on
the last sheet of this schedule,

In column (1) enter the employer iden-
tificatlon number of each listed small busi-
ness concern; if a concern does not have
such number, it should obtain one by filing
Form SS-4 with the U.S. Director of Internal
Revenue for the area in which the concern
is located. Enter the appropriate Owner
Group Code number in parentheses.

Enter for each listed small business con-
cern the four-digit Standard Industrial
Classification Code of the principal industry
in which the concern is engaged; refer to the
SIC Manual issued by the Bureau of the
Budget. -

If the Licensee has had more than one
financing in the same category outstanding
to the same small business concern (cumula-
tive beginning with March 81, 1966, out-
standing balances), each such similar financ-
ing should be assigned a financing number
(1-2-3, ete.) for identification purposes, and
this number should be shown in the appli-
cable column on this report and on future
reports in relation to the same financing. A
number once assigned to a specific financing
of a small business concern should never be
reassigned to another financing In the same
category to the same concern.

In column (9) identify each i{tem
“pledged” or “earmarked” by letter (P) or
letter (E), as appropriate. Also, identify by
the letter (V) each item qualfying under the
regulations as venture capital and by the
letters (BP) each item qualifying under the
regulations as special discretionary portfolio,
Show the total of all venture capital amounts
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immediately under the “Totals” line at the
foot of column (9) on the last sheet of
this schedule. Show the total of all special
discretionary portfolio amounts on the last
sheet of this schedule immediately under the
“Total yenture capital”.

SCHEDULE 4—WARRANTS, OPTIONS AND OTHER
STOCK RIGHTS ACQUIRED FROM SBCS

The items to be listed shall include all
warrants, options and other stock rights
acquired from SBCs (for which a cost has
been determined separate from that of the
financing instruments which they accom-
panied and/or for which there exists a mar-
ket value, or a falr value as determined
by the board of directors) which were held,
obtalned, surrendered, expired or sold during
such perlod setting forth the pertinent data
indicated by the column headings. If no
separate cost, market yalue, or fair value
has been determined, the warrants, options
and ogher stock rights shall be listed with
no value assigned. The reporting company's
portion of participation in investments shall
be included.

List each investment by employer iden-
tification number; Owner Group Code num-
ber; financing number; Standard Industrial
Classification code; name of financed small
business concern, together with street ad-
dress, city, State, zip code, and county in
which located; date acquired, type and class,
ete.; balance at cost at beginning of period;
cash additions during period; noncash addi-
tions during period at cost; cash deductions
during period; noncash deductions during
period at cost; and balance at cost at close
of period.

The total In column (9) shall agree with
Item 12 of the Statement of Financlal Con-
dition. Show in column (10) the market
value, or fair value as determined by the
board of directors, of each Investment which
is determined to be worth more than the
cost amount shown for it in column (9) and
each investment which is determined to be
worth less than the cost amount shown for
it in column (9), minus any allowance for
losses established for it. Any investment for
which an allowance for losses has beén es-
tablished shall not be listed in column (10)
at any value higher than cost less such
allowance.

Show in column (11) opposite each financ- -

ing ftem the percentage of the financed
small business concern's voting securities
which has been and/or can be obtained by
the Licensee through exercise of conversion
privileges and/or stock purchase warrants
or options received in connection with the
specific financing, or which s represented
by theé financing item itself. This percentage
shall be computed without giving consider-
ation to the possibility of simultaneous exer-
cise of stock rights by other investment
interests. Whenever a Licensee considers it
important to disclose that its percentage of
actual and potential ownership is affected
by the prebable action of others in exercis«
ing their stock rights, a footnote should be
appended to the percentage figure arrived at
by consideration of only the Licensee’s ac-
tion. In such footnote the percentage of
actual and potential ownership giving con-
sideration to the probable action of others
should be set forth, together with an expla-
nation including the names of the other in-
vestors who are likely to exercise their rights,
the percentages of actual and potential own-
ership they hold, and the general terms of
their stock rights,

An explanatory notation or footnote shall
be entered in the schedule with respect to
any investment (or any interest therein) ob-
tained from another Licensee.

Treat multiple disbursements under the
samo financing agreement as a single financ«
ing. Show the total of all, warrants, options,
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and other stock rights financing on the last
sheet of this schedule,

In column (1) enter the employer iden=-
tification number of each listed small busi-
ness concern; if a concern does not have
such number, it should obtain one by filing
Form SS-4 with the U.S. Director of Internal
Revenue for the area in which the concern
is located.

Insert the appropriate owner group code
number, in parentheses, following the em-
ployee identification number of each small
business concern, In column enter for each
listed small business concern the four-digit
Standard Industrial Classification Code of
the principal industry in which the concern
is engaged; refer to the SIC Manual issued
by the Bureau-of the Budget.

If the Licensee has had more than one
financing in the same category outstanding
to the same small business concern (cumu-
iative beginning with March 31, 1966, out-
standing balances), each such similar

- financing should be assigned a financing

number (1-2-3, ete.) for identification pur-
poses, and this number should be shown in
the applicable column on this report and
on future reports In relation to the same
financing. A number once assigned to a spe-
cific financing of a small business concern
should never be reassigned to another
financing in the same category to the same
concern.

(d) In column (12) Ildentify each item
‘‘pledged” or “earmarked” by letter (P) or
letter (E), as appropriate. Also, identify by
the letter (V) each item qualifying under
the regulations as venture capital and by the
letters (SP) each item qualifying under the
regulations special discretionary portfolio.
Show the total of all venture capital
amounts Immediately under the "“Totals"
line at the foot of column (9). Show the
total of all special discretionary portfolio
amounts on the last sheet of this schedule

immediately wunder the *“Total venture
capital.”
SCHEDULE 5—DETAILS OF CERTAIN LOANS

(SECTION 305) AND INVESTMENTS (SECTION
305) LISTED IN SCHEDULES 1 THROUGH 4

Enter in this schedule all loans and debt
securities shown in Schedules 1 and 2 and
all investments shown In Schedules 3 and
4 concerning which any one or more of the
following conditions exist:

1. New or additional financing has been
furnished during the fiscal year to date,
/s shown In column (5) and (6) of Sched-
ules 1 through 4.

2. The terms of existing financing have
been amended and/or the related collateral
has been changed during the fiscal year to
date.

3. Any rescheduling, refinancing, or re-
funding of principal and/or the interest has
occurred, or conversion of a delinquent item
has taken place, during the fiscal year to
date. (Full details on such events are to be
furnished in column (6) or on an attached
sheet.)

5. There is an outstanding SBA loan, SBA
guarantee or a bank loan or other private
loan, or SBA participation In such a private
loan to the Licensee's portfolio concern.

List the Iitems by employer identifica-
tion number in column (1) and identify
them by name of small business concern,
type of financing, and financing number in
columns (2), (8), and (4). In column (5)
show the original principal amount or other
cost. Details of the amortization plan and
other significant provisions of the financing
instruments, Including a precise description
of capital stock of SBCs, shall be set forth in
column (6). The outstanding balance of
any SBA direct loan, SBA participation
loan, or SBA guaranteed loan to the Li-
censee's portfollo concern is to be shown

-

in column (7). The Licengee Is requested to
obtain this information from the portfolio
small business concern, if it is not already
avallable in the Licensee’s office. The value
and description of collateral are to be set
forth in column (8). Information as to
the portion of such collateral assigned as
security for the financing granted by the
Licensee is required to be presented in
column (8).

If any loans or debt securities earmarked
or pledged to SBA are in default as to pay-
ment of principal or interest, or with respect
to any other covenants of the financing agree-
ments, the repayment delinquencies will, of
course, be included in Schedule 6. Any other
defaults are to be described in column (6)
of Schedule 5. Such earmarked or pledged
loans and debt securities shall be identified
in the schedule by the letter (E) or (P), as
appropriate, If no earmarked loans or debt
securities are in default as to principal or
interest payments, or as to any other cove-
nants In the financing agreements, a state-
ment to that effect shall be placed on Sched-
ule 5.

SCHEDULE 6—ALLOWANCE FOR LOSSES ON PORT=-
FOLIO SECURITIES—DELINQUENT LOANS AND
DEBT SECURITIES

List in this schedulz all loans and invest-
ments for which an allowance for losses has
been established or allocated on a specific
item basis and/or which (if loans or debt
securities) are delinquent to the extent of
having installment payments past due more
than 1 month. Identify each item In column
(1) by the employer identification number
and name of the financed small business
concern; indicate by appropriate letter in
column (2) the type of financing (loan, debt
security, stock, warrants, and options); and
record the financing number in column (3)
if there has been more than one financing of
the same type with respect to the same small
business concer,

In columns (4) through (8), show the
opening balance of the allowance for losses
on each securlty, the additions and deduc-
tions pertaining to such allowance, and the
closing balance, all relating to the fiscal year
to date. If there exists an overall allowance
for losses, established on a percentage or
other basis and not allocated to individual
securities, the beginning and ending balances
thereof, together with changes during the
period, shall be shown appropriately on the
“General Allowance” line at the bottom of
the schedule. The grand total of column (&)
shall equal the sum of items 8(b), 10(b),
11(a), and 12{a) In the Statement of Finan-
cial Condition,

Show in column (9) the principal balance
or other cost, as of the close of the period,
of each security listed on the schedule. In
columns (10) and (11) show all installments
of principal and/or interest past due more
than one month on loans and debt securities.
Such portfolio items shall be identified and
classified in columns (1), (2), and (3), and
any allowances for losses related thereto
shall be included appropriately in the col-
umns provided therefor. Any loans or debt
securities earmarked or pledged to SBA shall
be identified In the schedule by the letter
(E) or (P), as appropriate. Show the totals
of columns (10) and (11).

SCHEDULE 7—ASSETS ACQUIRED IN LIQUIDATION
OF LOANS AND DEBT SECURITIES—ALLOWANCE
FOR LOSSES

List and describe in this schedule, by for-
mer debtors (small business concerns), all
assets carried during the fiscal year to date
in the account for assets acquired in liqul-
dation of loans (section 305) and debt se-
curities (section 304 and § 107.302(b) (2) of
the regulations), This will correctly repre-
sent only the reporting company's portion
of such assets. The balance at the beginning
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of the reporting period, additions and de-
ductions during the period, and balance at
the close of the period shall be shown in
columns (3), (4), (56), and (6). The allow-
ance for losses established for the reporting
company’s portion of the assets held with
reference to each small business concern
shall be recorded in column (7). Current
market value, or fair value as determined
by the board of directors at the close of the
period shall be shown in column (8). The
totals of column (6) and (7) shall agree
with Items 13 and 13(c), respectively, of the
Statement of Financial Condition,

SCHEDULE 8—AMOUNTS DUE FROM DEBTORS ON
SALE OF ASSETS ACQUIRED IN LIQUIDATION OF
LOANS AND DEBT SECURITIES—ALLOWANCE FOR

" UNCOLLECTIBLES

Show in this schedule, by debtors, all ac-
counts receivable, notes receivable, sales con-
tracts, purchase money mortgages, etc,, car-
ried during the period In the account for
amounts due from debtors on sale of assets
acquired in liquidation of loans (section
305) and debt securities (section 304). The
interest rate and other terms shall be given,
The balances at the beginning and close of
the period shall be shown, together with ad-
ditions and deductions during such report-
ing period. Allowances for uncollectibles
based upon an evaluation of the reporting
company's portion of indlvidual amounts
due shall be recorded in column (9) opposite
the name of the debtor, If a general al-
lowance is utilized instead of individual al-
lowances, it shall appear only at the bottom
of column (9). The totals of columns (8)
and (9) shall agree with Items 14 and 14(a),
respectively, of the Statement of Financial
Condition. Under column (2) identify the
asset or assets originally acquired in liquida-
tion to which the amount due relates.

SCHEDULE 9~—PARTICIPATIONS AND JOINT
FINANCING

Show In thls schedule all financings in
which the reporting company participated
and all financings made jointly by the re-
porting company and one or more other
lenders or investors during the fiscal year
to date, or which were outstanding at any
time during such perlod, Identify each item
in column (1) by the employer identification
number and name of the financed small
business concern; indicate by appropriate
letter In column (2) the type of financing
(loan, debt security, stock, warrants, and
options); and enter the financing number in
column (3) if there has been more than one
financing of the same type by the reporting
company to the same small business concern,

In column (4) show the original total
amount contributed by all parties in the
participation or joint financing. The names
of such participating or joint financing en-
titles (including the name of the reporting
company) shall be shown In column (5) with
appropriate indication as to which is the
initiating (sponsoring) entity.

Show in column (6), (7), or (8), as appro~
priate, the reporting company’s outstanding
principal balance, or other cost, of participa~
tion purchased, participation sold, or joint
financing, as of the close of the perlod cov-
ered in the report. Enter in column (9) a
description of collateral pertaining to each
financing, togetheér with information as to
the percentage applicable to each party and
as to any preferences agreed upon.

SCHEDULE 10—CASH, U.S. GOVERNMENT OBLIGA~
TIONS, INSURED SAVINGS, AND TIME CERTIFI-
CATES OF DEPOSIT

Show in Schedule 10a all cash on hand and
in general funds demand deposits; funds in
Imprest bank accounts. Demand deposits are
balances subject to withdrawal without no-
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tice and shall be in commercial banks which
are members of the Federal Deposit Insur-
ance Corporation. Cash items in process of
collection represent those cash items which
have been placed with banks for collection,
Petty cash shall represent the full amount
of the petty cash imprest fund.

List In Schedule 10b(1) all securities
owned which have been issued or guaranteed
by the U.S. Government, showing the name
of the issuer and the title of each lssue.
Other required data, such as interest rate,
call date, maturity date, and principal
amount at par of bonds and notes, may be
obtained by inspection of the securities or
from records of securities pledged. The cost
of the securities shall be shown in column
(6) and the current market value thereof
in column (7).

Show in Schedule 10b(2) all funds in-
vested in Insured savings accounts and all
funds on time deposit evidenced by time cer-
tificates of deposit. Savings accounts shall
be institutions the accounts of which are in-
sured by the Federal Savings and Loan In-
surance Corporation. Time deposits shall in-
clude all time certificates of deposit held by
the company in commercial banks which are
members of the Federal Deposit Insurance
Corporation.

SCHEDULE 11—DUE FROM DIRECTORS, OFFICERS,
AND EMPLOYEES

Show in this schedule amounts due from
directors, officers, and employees for advances
made to them (listing name and title of
debtor in column (1) ). The unpaid balance
of each amount due at the beginning of the
fiscal year shall be shown in column (2);
additions, writeoffs, and collections during
the fiscal year to date shall be set out in
columns (3), (4), and (5); and the balance
at the close of the period shall be shown in
column (6). The total of column (6) shall
agree with Item 6 in the Statement of Finan~
cial Condition, An explanation shall be
cial Condition. An explanation shall be
furnished for any amount written off or for
any collection other than in cash.

SCHEDULE 12—COMMITMENTS, GUARANTEES, AND
OTHER CONTINGENT LIABILITIES

Furnish in Schedule 12a, (1) commitments
to small business concerns for equity financ-
ing under section 304 of the Act, as amend-
ed, (2) commitments to small' business con-
cerns for loans under section 305 of the Act,
as amended, and (3) commitments to banks
or other lenders for deferred participations
in loans or commitments to small business
concerns, Show the total amount of all.com-
mitments outstanding. Show the total of all
venture capital commitments outstanding
immediately under “Total commitments out-
standing”, Enter license number in the space
allotted and enter owner group code number
in parentheses alongside name of small busi-
ness concern.

Furnish in Schedule 12b all obligations of
portfolio concerns guaranteed by the com-
pany, showing (1) date of guarantee, (2)
name of debtor small business concern, (3)
name of lender, owner group code number,
and (4) outstanding amount of guarantee.
Show the total outstanding amount of all
guarantees.

Set forth separately in schedule 12¢ with
total, all other contingent liabilities.

SCHEDULE 13-—OBLIGATIONS PAYABLE

Show in fthis schedule, by creditors, all
obligations payable representing (1) deben-
tures payable to SBA, (2) SBA direct loans,
(3) guaranteed loans purchased by SBA, (4)
loans guaranteed by SBA, (5) loans not
guaranteed by SBA, (6) mortgages payable
for funds borrowed, and (7) mortgages pay-
able on assets acquired in ligquldation of
loans and debt securities. Such liabilities
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shall be grouped by the foregoing categories,
and described in column (2), but subtotals
are not required. Guaranteed loans purchased
by SBA represent loans, originally financed
by banks, which have been transferred to
SBA through reassignment, transfer and de-
livery of the notes to SBA.

The interest rate and other terms of each
obligation shall be recorded in columns (3)
and (4); the unpaid balance at the begin-
ning of the fiscal year and additions and
deductions during the fiscal year to date
shall be shown in columns (5), (6), and
(7); and the balance payable at the close of
the period, segregated between (a) amounts
owed to SBA for funds borrowed and (b)
amounts owed to others for funds borrowed
and/or amounts representing mortgages pay-
able on assets acquired in liquldation of
loans and debt securities, shall be reflected
in columns (8) and (9).

The total of column (8) shall agree with
the total of Items 30 and 35 of the State~
ment of Financial Condition, and the total
of column (9) shall agree with the total of
Items 13(b), 31, and 32, and the appropriate
amount opposite Item 33 of such statement.

SCHEDULE 14—CAPITAL STOCK OF LICENSE

Furnish in this schedule a complete de-
scription of the company's capital stock au-
thorized, capltal stock issued and outstand-
ing, and data relating to special transactions
involving capital stock.

In column (1) shall be described the type
and class of each issue, such as common—
85 par, preferred (7 percent Series of 1969),
ete. The par value or, for no-par stock, the
stated value shall also be reported in column
(1).

The number of shares authorized, whether
issued or not, shall be reported in column
(2).

The number of shares and amount, at par
or stated value, of stock issued and not re-
tired or canceled shall be reported in col-
umns (3) and (4). The total of column (4)
shall agree with Item 37 of the Statement
of Financial Condition. The number of shares
held as treasury stock shall be shown in col-
umn (5), Column (6) will represent the
difference between column (3) and column
(5).

Column (7) shall be the amount at par or
stated value representing the number of
shares outstanding as shown in column (6).
The total of column (8) shall represent the
amount of capital stock subscribed at the
subscription price and shall agree with Item
41 of the Statement of Financial Condition.

In column (9) shall be reported the
amount of subscriptions receivable, which
shall agree in total with Item 41(a) of the
Statement of Financial Condition,

Column (10) shall show the number of
shares (other than those under option re-
served for purchase by officers and employ-
ees, and column (11) shall show the number
of sharee reserved to cover options and other
rights.

SCHEDULE 15~—OPTIONS ON LICENSEE'S
CAPITAL STOCK

Furnish in this schedule full informa-
tion concerning outstanding capital stock
options which have been granted by the
company.

The holder of each option shall be iden-
tified in column (1). The number of shares
optioned shall be shown in column (2). In
column (3) shall be described the type and
class of stock called for by the option, such
as common—§5 par, preferred (7 percent
Series of 1969), ete,

Column (4) shall show the grant and
expiration dates of each optlon and column
(6) shall set forth the price or prices at
which each option is exercisable, together
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Title 14—AERONAUTICS
AND SPACE

Chapter [—Federal Aviation Adminis-
tration, Department of Transportation

| Docket No. 9605, Amdt, Nos. 25-32;
37-32; 121-84])

CRASHWORTHINESS AND PASSENGER
EVACUATION STANDARDS; TRANS-
PORT CATEGORY AIRPLANES

The purpose of these amendments is
to improve the crashworthiness and the
emergency evacuation equipment re-
quirements and operating procedures for
transport category airplanes.

These amendments are based on a no-
tice of proposed rule making (34 F.R.
13036, August 12, 1969) circulated as
Notice 69-33, dated August 6, 1969.

Interested persons have been afforded
an opportunity to participate in the

making of these amendments, and due _

consideration has been given to all mat-
ters presented in the numerous com-
ments received in response to Notice
69-33. Based upon those comments and
upon further review within the FAA,
a number of substantive and editorial
changes have been made to the proposed
rules. However, in view of the number
of comments received only the most per-
tinent ones are discussed hereinafter.
Except as modified by the following dis-
cussion, the reasons for the amendments
are those contained in the notice.

In Notice 69-33 it was proposed to
make certain of the requirements appli-
cable to airplanes for which applications
for type certificates have been filed, but
the type certificates would not be issued
until after the effective date of the pro-
posed amendments. Several comments
were received objecting to this proposal
because the requirements need to be con-
sidered in the initial design stages of an
airplane, which is several years prior to
the issuance of the type certificate, and
to impose them on airplanes nearing type
certification might require a substantial
redesign of the airplane and would ne-
cessitate production-line type design
changes thereby dislocating production.
Commentators point out that any safety
benefit that might result from comply-
ing with the proposed requirement would
not be commensurate with the unreason-
ably heavy penalty at this late stage in
the certification process. In addition, sev-
eral comments contended that a number
of the proposed requirements are inap-
propriate and others are unnecessarily
severe for airplanes that have a low pas-
senger seating capacity. The FAA’s pur-
pose in proposing to make the require-
ments retroactive was to assure that the
new generation of large jumbo jets for
which applications for type certificates
had been filed, would meet crashworthi-
ness and passenger evacuation require-
ments that were consistent with the
state-of-the-art. However, the type cer-
tification basis of those airplanes have
now been established and the proposed
requirements were considered in deter-
mining the airworthiness standards ap-~

RULES AND REGULATIONS

plicable to those airplanes. Therefore, it
is no longer necessary to make the pro-
posed requirements retroactive for these
airplanes. Furthermore, the proposed
retroactive requirements were not devel-
oped with the smaller transport category
airplanes in mind. The crashworthiness
and passenger evacuation problems in-
crease as the size and passenger capacity
of the airplane increases. Most of the
proposed requirements are related to the
design requirements of the larger trans-
port category airplanes and the need fo
provide rapid egress for a large number
of passengers in an emergency with mini-
mum confusion. Any attainable safety
benefit that might result by applying the
proposed requirements retroactively to
the smaller transport category airplanes
that have low seating capacities, smaller
cabin areas, and less complex designs
would not be commensurate with the
heavy burden that such a retroactive re-
quirement would impose. Accordingly,
proposed § 25.3 and the proposed amend-
ment to § 21.17 have been withdrawn, and
the proposed retroactive requirements of
§§ 121.310 and 121.312 have been deleted.
In addition, the “September 30, 1969”
dates specified in present § 121.310 (a)
and (h) have been editorially revised for
consistency with the dates specified in
this amendment. No substantive change
has been made in the present require-
ment by this date change since the Part
25 requirements referenced in these sec-
tions have remained unchanged from
September 30, 1969, to the date of this
amendment.

In addition, the FAA has determined
that certain of the requirements in
proposed  §§ 25.562, 25.721, 25.787,
25.807, and 25.812 are inappropriate and
unnecessary, or are unnecessarily severe,
for transport category airplanes that
have maximum passenger seating con-
figurations, excluding pilots seats, of nine
seats or less. In those instances, the pro-
posed requirements have been revised to
provide exceptions and to include re-
guirements for such airplanes that pro-
vide a level of safety for such airplanes
equivalent to that for airplanes with
larger passenger seating configurations.
Insofar as the requirements are stated in
terms of airplane passenger seating “con-
figuration” whereas the present rules
refer to passenger “capacity” no substan-
tive change has been made by these re-
visions and none is intended. It should be
noted that the foregoing classification
is consistent with Amendment 23-10,
adopted subsequent to the issuance of
Notice 69-33, which limited the applica-
bility of Part 23 to small airplanes that
have a passenger seating configuration,
excluding pilots seats, of nine seats or
less.

Several comments objected to the pro-
posed amendment of § 25.561 increasing
the ultimate inertia forces in the upward
and sideward direction and adding an aft
load requirement. The commentators
contended that the proposed changes to
the present requirement are unnecessary,
that the proposed side load and upward
load factors are not realistic, that the
aft loat\i criterion is not appropriate, and

that the costs associated with the in-
crease in airplane weight that would re-
sult from compliance with the proposed
amendment imposes an unreasonable
burden. In view of the comments re-
ceived, the FAA believes that further
study of this proposal is necessary.
Therefore, the proposal and the related
change in proposed § 121.310(f) (6) have
been withdrawn for further study and
consideration in subsequent rulemaking.

In notice 69-33 it was proposed to add
a new §25.562 containing various re-
quirements dealing with fuel contain-
ment. There were a number of comments
indicating that the proposal was too
severe and too detailed. It was also
pointed out that the proposal implies a
structural design requirement for a con-
dition well beyond initial structural fail-
ure and for which technical analysis
would not be reliable. There was also an
indication that the reference to injury
to occupants is inappropriate in connec-
tion with a proposal dealing with design
requirements for fuel containment. Fi-
nally, it was pointed out that there is no
practical way to ensure, with absolute
certainty, that an airplane would comply
with this proposal in a wheels-up land-
ing. The FAA agrees with these com-
ments and the proposed new § 25.562 has
been withdrawn. Instead, the substance
of paragraph (a) of proposed § 25.562
has been added as paragraph (b) of
§ 25.721 taking into account the com-
ments noted above.

Subsequent to the issuance of Notice
69-33, §25.721 was substantially
amended and proposed paragraph (d) is
now paragraph (a). Moreover, in re-
sponse to a comment, the parenthetical
expression in the proposed amendment
has been changed to make it clear that
the regulation is based on the assump-
tion that the overloads act in the up-
ward and aft directions.

Concerning the proposed amendment
to § 25.787, several commentators recom-
mended that the proposal be changed to
require restraints for each stowage com-
partment in the passenger cabin rather
than requiring that such compartments
be completely enclosed. The FAA does
not agree. The intent of the proposal
is to provide more protection than that
provided by restraint devices, such as
tie-down straps or webbing, The conven-
tional webbing, nets, ot tie-down straps
are effective provided that someone
makes the necessary connections and
adjustments.,

Several comments stated that the
term “item of mass” in proposed § 25.789
should be defined. One commentator in-
dicated that § 25.789 should be made ap-
plicable only to galley equipment, service
carts, and crew baggage. The FAA does
not agree. A complete enumeration of all
the possible items of mass that could be
in & passenger or crew compartment
would not be practicable. Part 25 con-
tains the type certification requirements
for transport category airplanes and
§ 25.789 is applicable only to items of
mass that are included in the type de-
sign of the airplane. Section 25.789 is
intended to provide protection from each
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such “item of mass” located in the pas-
senger or erew compartments, such as
galley equipment, fire extinguishers and
other safety equipment, and the pro-
posal has been revised to clearly state
the requirement.

In response to comments received,
§ 25.791 has been revised to make it clear
that only one sign notifying when smok-
ing is prohibited and one sign notifying
when safety belts should be fastened
must, when illuminated, be legible to
each person seated in the passenger
cabin under all probable conditions of
cabin illumination. In addition, consist-
ent with past practice, the proposal has
been revised to make it clear that signs
may use either letters or symbols, and
that the standards apply only when pas-
senger information signs are installed
to comply with applicable operating
rules.

The FAA received several recommen-
dations with respect to § 25.803. In this
connection, it was recommended that
only “initial” reflectance and “initial™
contrast should be specified for the es-
cape route as they are the only ones
under the manufacturer's control. The
FAA does not agree. Reflectance and
contrast do not inherently deteriorate,
as do radioactive signs, and if the mark-
ings are chipped or scuffed, they can be
restored to their original level by or-
dinary maintenance. The FAA does not
agree with one commentator that the re-
quirement for a minimum width for the
escape roufe in § 25.803(e) should be de-
leted. Without a minimum requirement,
the escape route could be defined by a
strip so narrow that it would not provide
proper identification of the escape route
and would tend to slow down the flow
of passengers evacuating the airplane.
However, the proposed requirement has
been revised to specify an escape route
width of 42 inches at Type A exits since
this is the minimum width permitted for
those exits. In addition, the proposal has
been revised in response to several com-
ments to specify an escape route width,
a reflectance, and a surface-to-marking
contrast requirement for those escape
routes only that do not have a means,
such as side rails or guards, for channel-
ing the flow of evacuees. Such channel
devices must be designed to accommo-
date the needs of the particular exit and
escape route anll provide a rapid and
effective means for passenger evacuation.

Several comments were received con-
cerning the proposed change to the re-
quirements for a Type III exit stating
that it would be difficult for the average
person to exit thorugh a 20 x 36 exit
(when this exit is not over the wing) with
a step up of 20 inches from the cabin
floor and enter an inflatable slide. It was
recommended $hat the present definition
of a Type III exit be retained. The FAA
does not believe that the Type III exit
need be restricted to overwing locations.
A Type III exit with a 20-inch step up
to a slide should not present any more
difficulty to the average person than a
Type III exit located over the wing hav-
ing a 20-inch step up inside the airplane
and a 27-inch step down outside the air-

RULES AND REGULATIONS

plane to the wing. It should be noted that
one of the considerations in permitting
Type III exits to be used in other than
over-the-wing locations is the fact that
over-the-wing exits may not be the most
desirable exits in a ditching situation.
Damage assessment of airplanes in ditch-
ings shows that the wing flaps may be
severely damaged and both the leading
and trailing edge of the wings may have
torn-metal projections. These may dam-
age life rafts launched and loaded from
the wing. In such circumstances, it would
be preferable to launch’ and load rafts
from nonoverwing locations.

Several comments recommended that
the Type IV exit be retained for the
smaller transport category airplanes,
particularly those having a low passen-
ger seating capacity, on the ground that
the installation of Type III exits instead
of Type IV exits would significantly in-
crease the structural weight of the air-
plane, and that this weight penalty is an
unreasonable burden inasmuch as any
benefit that might be afforded by a Type
III exit would have little effect on air-
plane evacuation. The FAA agrees with
the comments to the extent that they
apply to small transport category air-
planes that have a passenger seating con-
figuration, excluding pilot seats, of nine
seats or less. Accordingly, the present
definition of a Type IV exit has been
retained in § 25.807(a), and proposed
§ 25.807(e) (1) has been revised to permit
the use of Type IV exits (one on each side
of the fuselage) on such airplanes. In
addition, the provisions of present
§ 25.807 (¢) (T) and (d) and § 25.813 that
pertain to Type IV exits have been
retained.

Several comments were received rec-
ommending that other provisions of cur-
rent § 25.807(c) also be changed. One
comment recommended the deletion of
the requirement that where more than
one floor level exit per side is prescribed,
at least one such exit must be located
near each end of the cabin. In another
instance, it was recommended that appli-
cants should be able to select the values
in either the table in paragraph (e) (1)
or (2). The FAA does not agree with
either of these suggestions. The change
to § 25.807(c) proposed in Notice 69-33
concerned only the deletion of the refer-
ence to, and the values for, Type IV
exits. Both of the foregoing recommen-
dations are outside the scope of the no-
tice. Finally, a request was made to
change the values for a Type A exit from
100 passenger seats to 115 passenger
seats. The FAA does not agree. There
has not been sufficient service experience
with the Type A exit to date to justify the
requested change. While the request may
have merit, it will require further study
by the FAA,

Several comments noted that the re-
quirements of present § 25.809(b) do not
include consideration of fuselage defor-
mation, which is covered in other rules,
and that it should be made clear that
the proposed addition to the present rule
does not include consideration of such
deformation. The FAA agrees and the
proposed amendment to § 25.809(b) has
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been revised to clearly state the intent
of the requirement. In addition, proposed
subparagraph (b) (1) has been revised to
make it clear that the requirement ap-
plies to the airplane when it is in the

.normal ground attitude as well as in the

attitudes corresponding to the collapse of
one or more legs of the landing gear.

A comment was also received recom-
mending that proposed § 25.809 (b)(2)
and (f) (1) (ii) be changed to require the
total time from exit actuation to full
slide deployment to be not more than 10
seconds. This suggestion is beyond the
scope of the notice and requires further
study. The FAA intends to consider it in
connection with future rulemaking. How-
ever, § 25.809(f) (1) (i) has been revised
to clearly state that deployment must
begin during the exit opening cycle.

In response to a comment, proposed
paragraph (g) of § 25.809 has been re-
vised to allow the showing required by
that paragraph to be made by tests alone
or by a combination of analysis and tests.

One comment recommended that the
requirement in § 25.809¢h) be revised to
prescribe that means must be provided to
assist evacuees to reach the ground from
overwing exits if the place on the air-
plane structure at which the escape
route terminates is more than 6 feet
above the ground with the airplane on
the ground and the critical landing gear
collapsed. Under the current requirement
the 6 feet is measured with the airplane
on the ground and all landing gear ex-
tended. The FAA intends to consider this
recommendation, which is beyond the
scope of the notice, in subsequent rule-
making,

Comments received concerning pro-
posed § 25.809(i) indicated that the ob-
jective of this proposal had been misun-
derstood. The intent of the proposal is fo

prevent the installation of a powered

exit system, the failure of which would
render more than one exit totally inoper-
ative. If a single power-boost or single
power-operated exit-opening system is
the primary system for operating more
than one exit in an emergency, each exit
must be capable of meeting the require-
ments of § 25.809(b) (1) in the event of
failure of the primary system. The pro-
posed requirement has been revised to
make this clear.

A comment was received recommend-
ing that the exit locator signs required
in §25.811(d) not be required in air-
planes having a seating capacity of 21
or less if the exit marking sign is plainly
visible from any point in the cabin. The
comment stated that this should be done
because under the proposal the overhead
locator signs would be within a few feet
of the exit marking signs. The purpose
of the exit locator sign is to aid in locat-
ing emergency exits and it is anticipated
that regardless of the size of an airplane
or its seating capacity, the exit locator
signs will be near the emergency exit.
This is the intent of the regulation. An-
other comment recommended that the
proposal should require that the exit lo-
cator sign indicating the location of the
nearest exit must be visible to each
seated passenger. The FAA has found
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that these signs provide for effective
evacuation performance. The primary
need to see exit locating signs occurs
when the passenger reaches the aisle
during emergency evacuation. As a prac-
tical matter, in existing airplanes, the
exit locating signs are generally visible
to passengers in their seats.

In response to a comment, the pro-
posed requirement in § 25.812(f) that
emergency lighting must be provided at
each overwing exit for, among other
things, a minimum width of 4 feet for a
Type A exit has been changed to specify
a minimum width of 42 inches. The mini-
mum width of a Type A exit is 42 inches
and the illuminated area need not be
more than 42 inches wide.

One comment stated that the state-of-
the-art permits each light to have its own
independent power supply. The comment
indicates that there is no reason to per-
mit any light to be inoperative except
those directly damaged by the fuselage
separation and suggested that §25.-
812(k) be changed accordingly. The FAA
does not agree. This matter was consid-
ered in Amendment 25-15, adopted Sep-
tember 15, 1967. At that time, the FAA
stated that it is not necessary to require
that all lights except those directly dam-
aged by the fuselage breakup remain op-
erative after any single vertical separa-
tion of the fuselage during crash landing.
The FAA considers that the present re-
guirement which permits up to 25 per-
cent of certain of the emergency lights,
in addition to those directly damaged by
the fuselage breakup, to be rendered in-
operative is all that is required in the in-
terest of safety. However, it should be
noted that under current requirements
certain important interior and exterior
lights must still remain operative.

A recommendation was made to
change the lead-in statement in § 25.853
to refer to “typical” decorative surfaces
and to define such surfaces as “paint fin-
ishes and decorative textured laminates
applied to the materials.” The FAA does
not believe that this change is necessary.
Under this proposal repetitive testing
would not be required for finishes and
decorative surfaces that are found to be
“typical”, with respect to their burn
characteristics, of finishes and decorative
surfaces already tested.

In response to comments received,
§ 25.853(a) has been revised to make it
clear that the requirement does not apply
to compartments for the stowage of small
items, such as maps and magazines.
However, the FAA does not agree with
the recommendation that synthetic ma-
terials should be tested by a method
other than a vertical test. While it is rec~
ognized that the test procedures refer-
enced in § 25.853 could be made more
stringent in various ways, the FAA has
no reason to believe that materials
(whether synthetic or other) meeting the
prescribed tests do not have adequate
burn characteristics.

One commentator stated that proposed
§ 28.812(b) should be revised to require a
supplementary self-illuminated sign that
would remain lighted at all times to make
passengers aware of the exit location.
The FAA does not consider that such a
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requirement is necessary. The purpose of
the proposal is to make passengers aware
of the location of the exits during the
confusion attending an emergency. The
FAA does nof consider the passenger
locating signs need be illuminated during
normal operation; the general cabin
lighting system normally provides suffi-
cient illumination for the unlighted
locator signs. *

In response to a comment, the pro-
posed requirements of §25.812(b) (1)
have been revised to provide some toler-
ance in the letter height to stroke-width
ratio for emergency exit locator signs.
The final rule allows a letter height to
stroke-width ratio of not more than 7:1
nor less than 6:1.

One comment objected to the require-
ment in § 25.812(d) that the floor of the
passageway leading to each floor-level
passenger emergency exit must be pro-
vided with illumination that is not less
than 0.02 foot-candle. The commentator
stated that 0.01 foot-candle is all that is
necessary in evacuation systems, and
that, because eye adaption is more diffi-
cult at higher illumination levels, 0.02
foot-candles might be detrimental. The
FAA considers the illumination of the
passageway leading to an emergency exit
to be very important and critical to
safety. Evacuees must have assurance of
adequate illumination for rapid and un-
interrupted movement to the exit as well
as for movement through the exit. While
the FAA is aware of the lighting pre-
adoption problem, it nevertheless con-
siders that 0.02 foot-candle illumination
is essential for passageway lighting.

Subsequent to the issuance of Notice
69-33, the lead-in sentences of §25.812
(e) and (g) (2) were amended by Amend-
ment 25-28, and the proposed changes to
these paragraphs have been revised to
include the later amendments, as revised
for consistency with the requirements
being adopted by this amendment.

One comment concerning the proposed
requirement for a crew warning light in
§25.812(e) (2) indicated that a light
burning continuously would result in
power depletion. The flight crew warning
light provides positive indication when
the emergency lighting control device is
neither armed nor turned on. The cur-
rent drain is very small when related to
the total electrical system demand and is
outweighed by the gain in safety.

A comment recommended that instead
of requiring the operating handle for
Type III exists to be self-illuminated, the
rule should permit lighting from the
emergency lighting system as an accept-
able alternative. The FAA does not
agree, Adequate illumination of Type III
emergency exit operating handles in an
emergency situation can only be pro-
vided through self-illumination. Persons
crowding the exit are likely to block off
light from any source other than from
the handle itself. It was also recom-
mended that the operating instructions
for opening emergency exits should be
readable from the aisle rather than a dis-
tance of 30 inches. The FAA disagrees.
The instructions need only be readable
by the persons at or near the exit who are
in a position to open the exit, The 30-inch

requirement has been in the regulation
for many years and there is no evidence
that it is not adequate. However, since
paragraph (e) of § 25.811 applies only to
operation of an exit from the inside, it
has been revised to make this clear. It
was also recommended that self-illumi-
nated handles be required on all passen-
ger emergency exits instead of limiting
them to Type III exits. All Type A and
Type I exits and all Type II exits not
located overwing, are floor level exits
and the rules now require general illumi-
nation for passageways leading to such
exits. This general illumination provides
adequate illumination for operating
handles and instructions. However, the
comment may have merit with respect to
Type II and Type IV overwing exits and
the FAA plans to consider it in subse-
quent rule-making action with respect
to such exits.

It was alsc recomemnded that each
sign use the words “emergency exit” to
eliminate the possibility that passengers
might attempt to open emergency exits
in other than emergency conditions. The
FAA does not consider that such a
change is necessary. All exits are “emer-
gency” exits and the FAA considers that
the word “exit” is more appropriate.

In response to comments received, pro-
posed paragraph (a) of § 25.812 has been
revised for the purpose of clarifying the
requirement. No substantive change has
been made by this revision.

One commentator stated that test evi-
dence suggests that a reduction in the
flame resistant standards of sidewall ma-
terials up to the top of the window line
can be made with no loss of overall safety
compared with the standard above this
height, having regard to the lesser tend-
ency for flame to spread at the lower
level. The FAA does not agree. While the
FAA is aware of higher potential tem-
perature and flame spread at the upper
sidewalls and ceiling, it is also aware that
wall panels and partitions normally are
continuous to floor level. Furthermore,
there is no certainty that the cabin ceil-
ing and upper sidewalls will remain up-
permost after a crash landing.

One comment concerning § 25.853 sug-
gested that “covering of upholstery” be
deleted from the requirements of para-
graph (b). The FAA agrees. The fterm
“upholstery” includes the material used
to stuff and to permanently cover furni-
ture. It was also suggested that cargo
compartment liners, insulation blankets,
and cargo covers be deleted from § 25._853
and that all cargo compartment require-
ments be placed in § 25.855. The FAA
does not agree that this is necessary.
However, the provisions have been re-
vised to clearly set forth the distinction
between the fire protection requirement
of §§ 25.853 and 25.855. In this case, the
final rule makes it clear that § 25.853
covers, in addition to other materials,
materials used in convertible passenger/
crew cargo compartments. On the other
hand, § 25.855 covers cargo and baggage
compartments not occupied by passenger
Or Crew.

A number of comments suggested that
certain of the items listed in proposed
§ 25.853(b) could be constructed with
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elastomeric materials and that the rule
should not require this material to be
listed to the standards of paragraph (b).
The FAA agrees and the proposal has
been revised to allow those items, if con-
structed of elastomeric materials, to be
tested under the requirements of para-
graph (b-2),

With respect to proposed § 25.853(c),
there was a comment recommending that
the words ‘“‘instrument assemblies” be
changed to read “instrument panels.”
The FAA does not agree. Under the cur-
rent rules, “edge light instrument panels”
made of specified materials were exempt
from the requirements of paragraph (a)
of § 25.853 applicable to all wall and ceil-
ing panels. Nofice 69-33 proposed to re-
move that exemption since there are ma-
terials that can be used in edge light in-
strument panels that are available and
that meet the self-extinguishing require-
ments of paragraph (a). The proposed
requirement concerning “edge lighted
instrument assemblies” is not related to
edge lighted instrument panels. The edge
lighted instrument assembly requirement
applies to one or more instruments situ-
ated in a common housing. Such assem-~
blies may be installed in edge lighted in-
strument panels.

A comment was also received request-
ing that proposed § 25.853(d) be changed
so that “small parts” need not be tested.
The commentator contends that it is im-
practical to test each small part and that
the chemistry of materials is sufficiently
well known to prevent the use of rapid
burning materials. The FAA does not
agree that all small parts need not be
tested. However, the requirement has
been revised to provide that small parts
which the Administrator finds would not,
contribute significantly to the propoga-
tion of a fire, need not be tested. Another
comment stated that the 4 in./min. burm
rate is unnecessarily lenient for all small
parts and recommended a 2.5 in./min.
burn rate. The FAA does not agree. The
availability of materials that would meet
the 2.5 in./min. burn rate is limited.
Moreover, the quantities of materials in-
volved in this recommendation is not suf-
ficient. to warrant the more stringent
burn capability.

Various comments also requested clari-
fication regarding the applicability of
proposed §25.853(d) to motion picture
film. The motion picture film that is used
aboard aircraft now is safety film. In re-
sponse to these comments and after fur-
ther consideration, the FAA has deter-
mined that motion picture film need not
meet the proposed requirements, but
must meet the specifications for safety
film set: forth in Standard Specifications
for Safety Photographic Film PHI.25.
The proposal has been revised accord-
ingly. Moreover;the ducts through which
the motion picture film travels during
operation in flight must meet the require-
ments of §25.853(b) which apply fo
other ducts on the airplane.

The purpose of the proposed amend-
ment to §§ 25.855 and 25.857 was to de-
lete the requirement for a liner in cargo
compartments from § 25.857 and put it
in § 25.855. However, it appears that the
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proposed change to § 25.855, while estab-
lishing certain characteristics for liners,
does not expressly require a liner. There~
fore, proposed § 25.855(a) has been re-
vised to require a liner in Class B through
E cargo and bhaggage compartments.
Moreover, it. has been brought to the
FAA’s afttention that the proposed
amendment could be interpreted as pro-
hibiting “a pinhole or translucent resin
area through which light can be seen but
flame does not penetrate.” This was not
intended and the appropriate change has
been made to clarify the proposal.

In a comment on § 25.1359(d), it was
recommended that this requirement
should apply to electrical wire and cable
insulation in a “pressurized zone” rather
than in the entire fuselage. The FAA
does not agree. With respect to wire and
cable insulation, the FAA is equally con-
cerned about all areas of the fuselage.
Burning wire insulation could cause the
spread of a fire from a nonpressurized
zone to a pressurized zone. Another com-~
ment recommended that wire insulation
must be self-extinguishing when tested
at an angle of 60°, that a burn length
requirement not to exceed 3 inches
should be added, and that the dripping
requirement should be changed to an
average of 3 seconds. It was also recom-
mended that the proposal should refer
to “coaxial cable™ rather than “cable”
and should specify a burn rate of 2.5 in./
min. for that cable. The test procedure
specified in Appendix F for wire and
cable is a 60° test. Therefore, it is appro-
priate to refer to the 60° ftest in
§ 25.1359(d). Moreover, through over-
sight, the proposal did not contain a
burn Iength requirement which is essen-
tial in determining that any material is
self-extinguishing. Therefore, the pro-
posal has been changed to specify a 3-
inch burn length. However, the FAA does
not agree that the proposal should be
changed to refer to coaxial cables and
to specify a 2.5 in./min. burn rate. The
FAA considers that all electrical cable
insulation must meet the proposed fire
protection requirement, including coax-
ial. Since the regulation now contains a
burn length requirement as the eriterion
for self-extinguishing properties, there
is no need for a burn rate requirement.

A comment recommended that the
proposal be revised to require a single
wire vertical test with a 2-second extin-
guishing time and a 10-wire bundle test
with a 5-second extinguishing time. The
FAA does not believe that these tests are
necessary to insure that electrical wire
and cable insulations have adequate self-
extinguishing characteristics. The pro-
posed requirement covers both bum
length and extinguishing time and also
permits persons to use any approved
equivalent method for determining that
the insulation is self-extinguishing. The
test methods recommended could be used
if they are equivalent to the method
stated in the appendix.

In response to a comment, paragraph
(a) of Appendix F has been changed to
add a limitation of 24 hours as an al-
ternative to reaching moisture equilib-
rium. The FAA believes that this revision
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would not significantly affect the out-
come of the tests. In addition, the pro~
posed paragraph (b) has been revised to
permit testing material of the actual size
used in the airplane if it is smaller than
the specified 2 inches wide and 12 inches
long.

In response to comments, the Federal
Standard referenced in paragraph (c¢) of
Appendix F has been revised to reflect
the correct designation and paragraph
(f) has been revised to specify that the
flame must contact the center of the
material.

In response to comment, the proposal
covering burn length has been revised to
make it clear that the burn length ex-
cludes areas where material has melted
away from the heat source. Finally, in
response to comments a number of elari-
fying changes have been made to the pro-
posal for the 60 degree test applicable to
wire and cable. In this connection, the
rule now requires the testing of a mini-
mum of three specimens in place of the
statistical determination. It also allows
the upper end of the specimens to be
passed over a rod or pulley and the use
of a Tirrill burner as well as a Bunsen
burner. The requirement for a Y%-inch
inlet and the centigrade reference for
the burner have been deleted for con-
sistency with other test requirements.

The proposed changes to §§37.132,
37.136, and 37.178 have been incorpo-
rated into the appropriate provisions
under those TSO’s to make it clear that
the new requirements apply only to new
models of equipment manufactured on
or after the effective date of the new
requirements.

In Notice 69-33, it was proposed to
amend § 121.215 to cover only the re-
quirement for ash trays and to require
placarding when smoking is not allowed.
This amendment was proposed on the
grounds that all the other fire protection
requirements currently contained in
§ 121,215 concerning cabin interiors are
now covered under other provisions in
Part 121, - While this statement is ap-
propriate insofar as the later aircraft
are concerned, it is not appropriate with
respect to all of the older aireraft cov-
ered under Subpart J. Thus, until such
time as there is a major overhaul of a
cabin or a refurbishing of a cabin in-
terior on those aircraft as provided in
§121.312, the fire protection require-
ments of § 121.215 are still necessary.
The current provisions of § 121.215 have
been retained with an appropriate refer-
ence to §121.312.

It was also proposed to amend
§ 121.285 to require that cargo bins in
passenger compartments meet the cur-
rent requirements of § 25.853(h) upon
adoption of these amendments. However,
as indicated in one of the comments,
such a proposed change would be in-
consistent with current § 121.312 which
only requires compliance with current
§ 25.853 for such cargo bins upon re-
furbishing or major overhaul of cabin
compartment. The proposed change to
§ 121.285 has therefore been withdrawn.

While there was no change to § 121.291
proposed in Notice 69-33, the FAA is
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aware that some confusion exists con-
cerning the application of § 121.291 to
an airplane that is the same, from an
emergency evacuation point of view, as
another airplane in which the certificate
holder has successfully demonstrated
emergency evacuation. The FAA does
not believe that in such a situation a
repeat of the demonstration is neces-
sary. Therefore, § 121.291 has been re-
vised to make this clear.

While not covered in Notice 69-33 in
any detail, the FAA considers it appro-
priate at this time to make certain edi-
torial revisions to § 121.310. The many
substantive changes being made to
§ 121.310 make these editorial changes

.desirable. In this connection all of the
expired compliance dates in the section
have been deleted and the various para-
graphs have been appropriately rear-
ranged to accommodate these deletions.
No substantive changes have been made
by these editorial revisions and none is
intended. These editorial revisions affect
paragraphs (a), (g), (h), (i), and (j).

A clarifying change has been made to
§ 121.310(a) to make it consistent with
the corresponding requirement in
§ 25.812(a).

The proposed amendment to § 121.310
(b) (2) has been revised to remove the
inconsistency between the lead-in para-
graph and the referenced provisions of
§ 25.812(b). The lead-in paragraph, as
proposed in Notice 69-33, inadvertently
retained the requirement that interior
emergency exit marking and locator
signs must have white letters 1 inch
high on a red background 2 inches high.
While this is appropriate for airplanes
that are type certificated prior to the
effective date of this amendment, it is
inconsistent with the interior emergency
exit marking requirements for airplanes
that are type certificated after that date.
In addition, the requirements set forth
in subdivision (iii) of this proposal have
been incorporated into subdivision (i)
since they are not related to the new
requirements set forth in subdivision
(i) .

In answer to one commentator, a
“transverse vertical separation” in § 121.
310(d) is a vertical separation of the
airplane that is approximately 90° to the
longitudinal axis. The addition of the
word “transverse” makes § 121.310(d)
consistent with § 25.812(e) (3).

It was proposed to amend § 121.310(d)
further by adding a new subparagraph
(3) requiring a flight crew warning light.
In response to a comment, and after fur-
ther consideration, the FAA believes that
it would be unreasonably burdensome to
apply this requirement to airplanes al-
ready in service, However, airplanes
newly certificated under § 25.812(e) (2)
of this amendment will be equipped with
a flight crew warning light, thereby pro-
viding an orderly transition to an im-
proved level of safety.

The proposed amendment requiring
that each exit emergency light provide
the required level of illumination for at
least 10 minutes at the critical ambient
conditions after emergency landing has
been removed from subdivision (iii) of
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subparagraph (2) of §121.310(d) and
placed in a new subparagraph (3). It has
been determined by the FAA that the
operators will need additional time in
order to make the modifications neces-
sary to meet this requirement. There-
fore, this new requirement has been
placed in subparagraph (3) with a com=-
pliance date 2 years after the effective
date of this amendment.

Several comments were received con-
cerning proposed § 121.312. All of these
comments cited difficulties with the re-
quirement that cabin interior material
must be replaced upon the first “major
overhaul” or upon “refurbishing” of the
cabin interior. The comments noted that
cabin interiors are being maintained on
an “on condition” basis and suggested
that the rule should be so clarified. The
incorporation of an “on condition” re-
quirement in proposed § 121.312 would
require a complete revision to that sec-
tion and would be outside the scope of
the notice. However, it appears that a
clarification of that regulation may be
necessary and the FAA is currently
studying this proposal with a view to ini-
tiating appropriate rulemaking.

Concerning the proposed change to
§ 121.317, it has come to the attention
of the FAA that on some airplanes, the
seat belt and no smoking signs are not
visible to some seated passengers. In
these instances, an announcement is
made over the public address system that
the signs have been turned on., In the
final rule, operators of such airplanes
have been given 2 years to procure and
install the additional signs required to
comply with the new rule. In the mean-
time, the operators must continue to meet
the current requirements.

Section 121.391(d) has been revised to
make it clear that: (1) This paragraph
applies only to flight attendants required
by §121.391; and (2) the flight attend-
ants need only be located at the re-
quired floor level exits. It was not in-
tended that flight attendants be seated
at the additional floor level exits because
such exits do not, in general, meet all of
the standards applicable to Jequired
emergency exits. The FAA believes that
in the interest of safety, flight attend-
ants must be located at the most effec-
tive floor level exits.

Several comments indicated that the
requirement in § 121.571, that passen-
gers be briefed to keep their safety belts
“loosely and comfortably fastened while
seated”, would not be appropriate, After
such a briefing, passengers might not
have the belt fastened tight enough to
provide the necessary restraint in the
event of unexpected turbulence. The FAA
agrees and the rule requires only that
passengers be told that they should keep
their seat belts fastened while seated.

In addition, one commentator noted
that a pretakeoff briefing is not the ap-
propriate place for the announcement
that when the seat belt sign is off passen~
gers should keep their seat belts fastened.
The commentator believes that this
briefing should be made after takeoff
when turning the seat belt sign off, The

FAA agrees, and the proposal has been
changed accordingly.

Several comments were received con-
cerning proposed § 121.577. These com-
ments recommended that the proposal
permit certain beverages and foods to be
located at a passenger seat during takeoff
or landing of an airplane. One commen-
tator indicated that beverages in small
paper or plastic cups or a breakfast roll
would not constitute a danger to passen-
gers in the event of an accident. As the
FAA stated in Notice 69-33, in an emer-
gency situation requiring evacuation, the
litter from food service of any kind (in-
cluding coffee or rolls) can be hazard-
ous. Therefore, the proposal has not been
changed as recommended. However, pro-
posed § 121.577(b) has been revised to
make it clear that during takeoff and
landing passenger food and beverage
trays and serving carts must be secured
in their stowed positions, i.e., correctly
positioned in their storage compartment
and their restraint means, if any,
fastened. *~

Numerous comments were received on
the proposal concerning carry-on bag-
gage (§121.589). Several comments
pointed out that the restraint require-
ment should not be made mandatory for
all seats. The FAA agrees that it is only
when baggage is permitted to be stowed
under a seat that the seat need be fitted
with a means to prevent articles of bag-
gage stowed under it from sliding for-
ward. The proposal has been revised
accordingly. Two comments objected to
any requirement that carry-on baggage
be stowed under a seat. The inconven-
ience of having to check baggage with
no corresponding gain in safety was cited
as reason for their objection. The FAA
does not agree. Carry-on baggage must
be secured to prevent injury to passen-
gers, and to prevent interference with
passenger evacuation, in a crash situa-
tion. The increase in safety realized from
such a requirement far outweighs the
inconvenience of checking the baggage.
Another comment recommended that the
rule permit stowage of carry-on baggage
in front of passengers seated facing a
bulkhead provided the bulkhead meets
the crash impact requirements of para-
graph (¢) of § 121.589, Section 121.285
already provides for the carriage of
cargo, including carry-on baggage, for-
ward of the foremost seated passenger.
However, insofar as the recommendation
would required the imposition of crash
impact loads on bulkheads, it would con-
stitute a substantive change in the exist-
ing requirements. Such a change is out-
side the scope of Notice 69-33. On the
other hand, the recommendation appears
to have merit and may be the subject of
a future rule-making action.

There was also a comment recom-
mending that the carry-on baggage
should be restrained in the sideward di-
rection as well as in the forward direc-
tion. Such a requirement was not pro-

posed in Notice 69-33 and the FAA
believes that most seats provide side re-
straint. However, since there may be
seats that do not, the FAA is looking

FEDERAL REGISTER, VOL. 37, NO. 37—THURSDAY, FEBRUARY 24, 1972




into the matter and will initiate rule
making as needed.

In consideration of the foregoing,
Parts 25, 37, and 121 of the Federal Avia-
tion Regulations are amended, effective
May 1, 1972, as follows:

PART 25-—AIRWORTHINESS STAND-
ARDS: TRANSPORT CATEGORY
AIRPLANES

1. Section 25.721 is amended to read as
follows: ;

§ 25.721 General.

(a) The main landing gear system
must be designed so that if it fails due
to overloads during takeoff and landing
(assuming the overloads to act in the
upward and aft directions), the failure
mode is not likely to cause—

(1) For airplanes that have a passen-
ger seating configuration, excluding
pilots seats, of nine seats or less, the spill-
age of enough fuel from any fuel sys-
tem in the fuselage to constitute a fire
hazard; and ;

(2) For airplanes that have a pas-
senger seating configuration, excluding
pilots seats, of 10 seats or more, the spill-
age of enough fuel from any part of the
fuel system to constitute a fire hazard.

(b) Each airplane that has a passen-
ger seating configuration excluding pilots
seats, of 10 seats or more must be de-
signed so that with the airplane under
control it can be landed on a paved run-
way with any one or more landing gear
legs not extended without sustaining a
structural component failure that is
like to cause the spillage of enough
fuel to constitute a fire hazard.

(¢) Compliance with the provisions of
this section may be shown by analysis
or tests, or both.

2. Section 25.785(c) is amended by
amending the second sentence of the
lead-in paragraph and subparagraphs
(1), (2), and (3) to read as follows:

§ 25.785 Seats, berths, safety belts, and
harnesses.
- » L d - *

(e) * * * Each occupant of any other
seat must be protected from head injury
by a safety belt and, as appropriate to
the type, location, and angle of facing of
each seat, by one or more of the
following:

(1) A shoulder harness that will pre-
vent the head from contacting any in-
jurious object.

(2) The elimination of any injurious
object within striking radius of the head.

(3) An energy absorbing rest that will
sulp}lport the arms, shoulders, head, and
spine.

3. Section 25.787 is amended by strik-
ing out paragraph (¢) and by changing
the title of the section and amending
paragraph (a) to read as follows:

§ 25.787 Stowage compartments.

(a) Each compartment for the stowage
of cargo, baggage, carry-on articles, and
equipment (such as life rafts), and any
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other stowage compartment must be de-
signed for its placarded maximum weight
of contents and for the critical load dis-
tribution at the appropriate maximum
load factors corresponding to the speci-
fied flight and ground load conditions,
and to the emergency landing conditions
of §25.561(b), except that the forces
specified in the emergency landing condi-
tions -need not be applied to compart-
ments located below, or forward, of all
occupants in the airplane. If the airplane
has a passenger seating configuration,
excluding pilots seats,-of 10 seats or
more, each stowage compartment in the
passenger cabin, except for underseat
and overhead compartments for passen-
ger convenience, must be completely
enclosed.

< L * L L

(¢) [Deleted]

4. A new § 25.789 is added to read as
follows:

§ 25.789 Retention of items of mass in
passenger and crew compariments.

Means must be provided to prevent
each item of mass (that is part of the
airplane type design) in a passenger or
crew compartment from becoming a
hazard by shifting under the appropriate
maximum load factors corresponding to
the specified flight and ground load con-
ditions, and to the emergency landing
conditions of § 25.561(b).

5. A new § 25.791 is added to read as
follows:

§ 25.791 Passenger information signs.

When passenger information signs are
installed to comply with the operating
rules of this chapter, at least one sign
(using either letters or symbols) notify-
ing when smoking is prohibited and one
sign (using either letters or symbols)
notifying when safety belts should be
fastened must, when illuminated, be legi-
ble to each person seated in the passen-
ger cabin under all probable conditions
of cabin illumination. Signs which notify
when safety belts should be fastened and
when smoking is prohibited must be so
constructed that the crew can turn them
on and off.

6. Paragraph (e) of § 25.803 is amended
to read as follows:

§ 25.803 Emergency evacuation.

= * * L I -

(e) An escape route must be estab-
lished from each overwing emergency
exit, and (except for flap surfaces suit-
able as slides) covered with a slip re-
sistant surface. Except where a means for
channeling the flow of evacuees is
provided—

(1) The escape roufe must be at least
42 inches wide at Type A passenger emer-
gency exits and must be at least 2 feet
wide at all other passenger emergency
exits, and

(2) The escape route surface must have
a reflectance of at least 80 percent, and
must be defined by markings with a sur-
face-to-marking contrast ratio of at least
5.1.
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7. Section 25.807 Passenger emer-
gency exits, is amended as follows:

A. By amending paragraph (a)(3) to
read as follows:

B. By amending paragraphs (¢) and
(d) to read as follows:

§ 25.807 Passenger emergency exits.

(a) L * *

(3) Type III. This type must have a
rectangular opening of not less than 20
inches wide by 36 inches high, with corner
radii not greater than one-third the
width of the exit, and with a step-up in-
side the airplane of not more than 20
inches. If the exit is located over the
wing the step-down outside the airplane
may not exceed 27 inches.

L d * * - -

(c) Passenger emergency exits. The
prescribed exits need not be diametrical-
1y opposite each other nor identical in
size and location on both sides. They must
be distributed as uniformly as prac-
ticable faking into account passenger
distribution, If only one floor level exit
per side is prescribed, and the airplane
does not have a tail cone or ventral
emergency exit, the floor level exits must
be in the rearward part of the passenger
compartment, unless another location
affords a more effective means of pas-
senger evacuation. Where more than one
floor level exit per side is preseribed, at
least one floor level exit per side must be
located near each end of the cabin, ex-
cept that this provision does not apply
to combination cargo/passenger con-
figurations. Exits must be provided as
follows:

(1) Except as provided in subpara-
graphs (2) through (6) of this para-
graph, the number and type of passenger
emergency exits must be in accordance
with the following table;

Emergency exits for each
side of the fuselage

T}ino Tﬁm TIW Tl,\;}w

Passengor seating
configuration (erewmember
seats not included)

1through 9. .. .. ..
10 through 19 .
20 through 39
40 through 79
80 through 10
110 through 139
140 through 179

(2) An inerease in the passenger seat-
ing configuration above the maximum
permitted under subparagraph (1) of
this paragraph but. not to exceed a total
of 299 seats may be allowed in accord-
ance with the following table for each
additional pair of emergency exits in
excess of the minimum number pre-
scribed in subparagraph (1) of this para-
graph for 179 passenger seats:

Increase
Additional in

emergency passenger

exits seating

(each side config-

of uration

Juselage) : allowed
I e e st vres 100
Type I - 45
YT Sl e Sl 40
iy [ o e S | 35
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(3) For passenger seating configura-
tions in excess of 299 seats, each emer-
gency exit in the side of the fuselage
must be either a Type A or Type I. A
passenger seating configuration of 100
seats is allowed for each pair of Type A
exits and a passenger seating configura-
tion of 45 seats is allowed for each pair
of Type I exits.

(4) If a passenger ventral or tail cone
exit is installed and can be shown to
allow a rate of egress at least equivalent
to that of a Type III exit with the air-
plane in the most adverse exit opening
condition because of the collapse of one
or more legs of the landing gear, an in-
crease in the passenger seating con-
figuration beyond the limits specified in
subparagraph (1), (2), or (3) of this
paragraph may be allowed as follows:

(i) For a ventral exit, 12 additional
passenger seats.

(ii) For a tail cone exit incorporating
a floor level opening of not less than 20
inches wide by 60 inches high, with cor-
ner radii not greater than one-third the
width of the exit, in the pressure shell
and incorporating an approved assist

" means in accordance with § 25.809(f) (1),
25 additional passenger seats.

(iii) For a tail cone exit incorporating
an opening in the pressure shell which
is at least equivalent to a Type IIT emer-
gency exit with respect to dimensions,
step-up and step-down distance, and
with the top of the opening not less than
56 inches from the passenger compart-
ment floor, 15 additional passenger seats.

(5) For airplanes on which the ver-
tical location of the wing does not allow
the installation of overwing exits, an exit
of at least the dimensions of a Type III
exit must be installed instead of each
Type IV exit required by subparagraph
(1) of this paragraph,

(6) Each emergency exit in the pas-
senger compartment in excess of the
minimum number of required emergency
exits must meet the applicable require-
ments of §§ 25.809 through 25.812, and
must be readily accessible.

(d) Ditching emergency exils for pas-
sengers. Ditching emergency exits must
be provided in accordance with the fol-
lowing requirements, unless the emer-
gency exits required by paragraph (¢) of
this section already meet them:

(1) For airplanes that have a pas-
senger seating configuration, excluding
pilots seats, of nine seats or less, one
exit above the waterline in each side of
the airplane, meeting at least the dimen-
sions of a Type IV exit.

(2) For airplanes that have a pas-
senger seating configuration, excluding
pilots seats, of 10 seats or more, one exit
above the waterline in a side of the air-
plane, meeting at least the dimensions
of a Type III exit, for each unit (or part
of a unit) of 35 passenger seats, but no
less than two such exits in the passenger
cabin, with one on each side of the air-
plane. However, where it has been shown
through analysis, ditching demonstra-
tions, or any other tests found necessary
by the Administrator, that the evacua-
tion capability of the airplane during
ditching is improved by the use of larger
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exits, or by other means, the passenger
seat/exit ratio may be increased.

(3) If side exits cannot be above the
waterline, the side exits must be replaced
by an equal number of readily accessible
overhead hatches of not less than the
dimensions of a Type III exit except that,
for airplanes with a passenger configura-
tion, excluding pilots seats, of 35 seats
or less, the two required Type III side
exits need be replaced by only one over-
head hatch.

8. Section 25.809 Emergency exit ar-
rangement, is amended as follows:

A. By amending paragraph (b) to read
as set forth below.

B. By amending paragraph () (1) to
read as set forth below.

C. By amending paragraph (g) to read
as set forth below.

D. By amending paragreph (h) and by
adding a new paragraph (i) to read as set
forth below. ’

§ 25.809 Emergency exit arrangement.
* = - + 3

(b) * * * Each emergency exit must
be capable of being opened, when there
is no fuselage deformation—

(1) With the airplane in the normal
ground attitude and in each of the at-
titudes corresponding to collapse of one
or more legs of the landing gear; and

(2) Within 10 seconds measured from
the time when the opening means is
actuated to the time when the exit is
fully opened.

* - * * -

(fy * * * (1) The assisting means for
each passanger emergency exit must be a
self-supporting slide or equivalent, and
must be designed to meet the following
requirements;

(i) It must be automatically deployed
and deployment must begin during the
interval between the time the exit open-
ing means is actuated from inside the
airplane and the time the exit is fully
opened. However, each passenger emer-
gency exit which is also a passenger en-
trance door or a service door must be
provided with means to prevent deploy-
ment of the assisting means when it is
opened from either the inside or the
outside under non-emergency conditions
for normal use.

(i) It must be automatically erected
within 10 seconds affer deployment is
begun.

(iii) It must be of such length that the
lower end is self-supporting on the
ground after collapse of one or more legs
of the landing gear.

(g) Each emergency exit must be
shown by tests, or by a combination of
analysis and tests, to meet the require-
ments of paragraphs (b) and (e) of this
section.

(h) If the place on the airplane struc-
ture at which the escape route required
in § 25.803(e) terminates is more than 6
feet from the ground with the airplane
on the ground and the landing gear ex-
tended, means must be provided to assist
evacuees (who have used the overwing
exits) to reach the ground. If the escape
route is over a flap, the height of the
terminal edge must be measured with the

flap in the takeoff or landing position,
whichever is higher from the ground. The
assisting means must be of such length
that the lower end is self-supporting on
the ground after collapse of any one or
more landing gear legs.

(i) If a single power-boost or single
power-operated system is the primary
system for operating more than one exit
in an emergency, each exit must be
capable of meeting the requirements of
paragraph (b) of this section in the event
of failure of the primary system. Manual
operation of the exit (after failure of
the primary system) is acceptable. °

9. Section 25.811 Emergency
marking, is amended as follows:

A. By amending paragraph (d) to
read as set forth below.

B. By amending the lead-in sentence
and subparagraph (1) of paragraph (e)
to read as set forth below.

‘C. By amending subparagraph (2) of
paragraph (e) by inserting the words
“Type A", between the word “each” and
the words “Type I”,

D. By amending paragraph (g) to
read as set forth below.

§ 25.811 Emergency exit marking.

A * L » ks

(d) The location of each passenger
emergency exit must be indicated by a
sign visible to occupants approaching
along the main passenger -aisle (or
aisles). There must be—

(1) A passenger emergency exit lo-
cator sign above the aisle (or aisles) near
each passenger emergency exit, or at
another overhead location if it is more
practical because of low headroom, ex-
cept that one sign may serve more than
one exit if each exit can be seen
readily from the sign;

(2) A passenger emergency exit
marking sign next to each passenger
emergency exit, except that one sign
may serve two such exits if they both
can be seen readily from the sign; and

(3) A sign on each bulkhead or di-
vider that prevents fore and aft vision
along the passenger cabin to indicate
emergency exits beyond and obscured by
the bulkhead or divider, except that if
this is not possible the sign may be
placed at another appropriate location.

(e) The location of the operating
handle and instructions for opening the
exit from the inside must be shown as
follows:

(1) For each. passenger emergency
exit, by a marking on or near the exit
that is readable from a distance of 30
inches. In addition, the operating handle
for each Type III passenger emergency
exit must be self-illuminated with an
initial brightness of at least 160 micro-
lamberts, If the operating handle is
covered, self-illuminated cover removal
instructions having an initial brightness
of at least 160 microlamberts must also
be provided.

* - 2z s -

(g) Each sign required by paragraph
(d) of this section may use the word
“exit” in its legend in place of the ferm
“emergency exit”.

exit
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10. Section 25.812 Emergency light-
ing, is amended as follows:

A. By amending the lead-in state-
ment of paragraph (a) to read as set
forth below.

B. By amending paragraphs (h), (¢},
d), (e), (), and (g) to read as set forth
below.

C. By amending paragraph (k) by in-
serting the word “transverse” between
the words “single” and “vertical” in the
lead-in statement and by striking out
the word “exit” in subparagraph (3).

§ 25.812 Emergeney lighting.

(a) An emergency lighting system, in-
dependent of the main lighting system,
must be installed. However, the sources
of general cabin illumination may be
common fo both the emergency and the
main lighting systems if the power sup-
ply to the emergency lighting system is
independent of the power supply to the
main lighting system. The emergency
lighting system must include:

. L L > 4

(b) Emergency exit signs—

(1) For airplanes that have a pas-
senger seating configuration, excluding
pilot seats, of 10 seats or more must
meet the following requirements:

(i) Each passenger emergency exit lo-
cator sign required by § 25.811(d) (1) and
each passenger emergency exit marking
sign required by § 25.811(d) (2) must have
red letters at least 1'5 inches high on
an illuminated white background, and
must have an area of at least 21 square
inches excluding the letters. The lighted
background-to-letter contrast must be
at least 10:1. The letter height to stroke-
width ratio may not be more than 7:1
nor less than 6:1. These signs must be
internally electrically illuminated with
a background brightness of at least 25
foot-lamberts and a high-to-low back-
ground contrast no greater than 3:1.

(ii) Each passenger emergency exit
sign required by §25.811(d)(3) must
have red letters at least 114 inches high
on a white background having an area
of at least 21 square inches excluding
the letters. These signs must be inter-
nally electrically illuminated or self-
illuminated by other than -electrical
means and must have an initial bright-
ness of at least 400 microlamberts. The
colors may be reversed in the case of a
sign that is self-illuminated by other
than electrical means.

(2) For airplanes that have a pas-
senger seating configuration, excluding
pilot seats, of nine seats or less, that are
required by § 25.811(d) (1), (2), and (3)
must have red letters at least 1 inch
high on a white background at least 2
inches high. These signs may be inter-
nally electrically illuminated, or self-
illuminated by other than electrical
means, with an initial brightness of at
least 160 microlamberts. The colors may
be reversed in the case of a sign that is
self-illuminated by other than electrical
means.

(¢) General illumination in the pas-
senger cabin must be provided so that
when measured along the centerline of
main passenger aisle(s), and cross
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aisle(s) between main aisles, at seat arm-
rest height and at 40-inch intervals, the
average illumination is not less than
0.05 foot-candle and the illumination at
each 40-inch interval is not les than 0.01
foot-candle. A main passenger aisle(s)
is considered to extend along the fuselage
from the most forward passenger emer-
gency exit or cabin occupant seat, which-
ever is farther forward, to the most rear-
ward passenger emergency exit or cabin
occupant seat, whichever is farther aft.

(d) The floor of the passageway lead-
ing to each floor-level passenger emer-
gency exit, between the main aisles and
the exit openings, must be provided with
illumination that is not less than 0.02
foot-candle measured along a line that
is within 6 inches of and parallel to the
floor and is centered on the passenger
evacuation path.

(e) Except for subsystems provided in
accordance with paragraph (g) of this
section that serve no more than one as-
sist means, are independent of the air-
plane’s main emergency lighting system,
and are automatically activated when
the assist means is erected, the emer-
gency lighting system must be designed
as follows.

(1) The lights must be operable man-
ually from the flight crew station and (if
required by the operating rules of this
chapter) from a point in the passenger
compartment that is readily accessible
to a normal flight attendant seat.

(2) There must be a flight crew warn-
ing light which illuminates when power
is on in the airplane and emergency light-
ing control device is neither armed nor
turned on.

(3) When armed or turned on, the
lights must remain lighted or become
lighted upon interruption (except an in-
terruption caused by a transverse verti-
cal separation of the fuselage during
crash landing) of the airplane’s normal
electric power. There must be means to
safeguard against inadvertent operation
of the control device from the “armed”
or “on’ position.

(f) Exterior emergency lighting must
be provided as follows:

(1) At each overwing emergency exit
the illumination must be—

(1) Not less than 0.03 foot-candle
(measured normal to the direction of the
incident light) on a 2-square-foot area
where an evacuee is likely to make his
first step outside the cabin;

(ii) Not less than 0.05 foot-candle
(measured normal to the direction of the
incident light) for a minimum width of
42 inches for a Type A overwing emer-
gency exit and of 2 feet for all other
overwing emergency exits along the 30
percent of the slip-resistant portion of
the escape route required in § 25.803(e)
that is farthest from the exit; and

(iii) Not less than 0.03 foot-candle on
the ground surface with the landing gear
extended (measured normal to the direc-
tion of the incident light) where an
evacuee using the established escape
route would normally make first contact
with the ground.

(2) At each non-overwing emergency
exit not required by § 25.809(f) to have
descent assist means the illumination
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must be not less than 0.03 foot-candle
(measured normal to the direction of the
incident light) on the ground surface
with the landing gear extended where an
evacuee is likely to make his first contact
with the ground outside the cabin.

(g) The means required in § 25.809
(f) (1) and (h) to assist the occupants
in descending to the ground must be illu-
minated so that the erected assist means
is visible from the airplane.

(1) If the assist means is illuminated
by exterior emergency lighting, it must
provide illumination of not less than
0.03 foot-candle (measured normal to
the direction of the incident light) at
the ground end of the erected assist
means where an evacuee using the estab-
lished escape route would normally make
first contact with the ground, with the
airplane in each of the attitudes cor-
responding to the collapse of one or more
legs of the landing gear.

(2) If the emergency lighting sub-
system illuminating the assist means
serves no other assist means, is inde-
pendent of the airplane’s main emer-
gency lighting system, and is auto-
matically activated when the assist
means is erected, the lighting provi-
sions—

(i) May not be adversely affected by
stowage; and

(i) Must provide illumination of not
less than 0.03 foot-candle (measured
normal to the direction of incident light)
at the ground and of the erected assist
means where an evacuee would normally
make first contact with the ground, with
the airplane in each of the attitudes
corresponding to the collapse of one or
more legs of the landing gear.

- * - - *

11. Section 25.813(¢) is amended to
read as follows:

§ 25.813 Emergency exit access.

& + * * »

(¢) There must be access from each
aisle to each Type III or Type IV exit,
and—

(1) For airplanes that have a
passenger seating configuration, exclud-
ing pilot seats, of 20 or more, the
projected opening of the exit provided
must not be obstructed by seats, berths,
or other protrusions (including seat-
backs in any position) for a distance
from that exit not less than the width
of the narrowest passenger seat installed
on the airplane;

(2) For airplanes that have a pas-
senger seating configuration, excluding
pilots seats, of 19 or less, there may be
minor obstructions in this region, if
there are compensating factors to main-
tain the effectiveness of the exit.

» . » + B

12. Section 25.853 is amended by
amending the lead-in statement and
paragraphs (a) and (b) and by adding
new pardgraphs (b-1), (b-2), and (b-3)
to read as follows:

§ 25.853 Compartment interiors.
Materials (including finishes or decora-

tive surfaces applied to the materials)
used in each compartment occupied by
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the crew or passengers must meet the
following test criteria as applicable:

(a) Interior ceiling panels, inferior
wall panels, partitions, galley structure,
large cabinet walls, structural flooring,
and materials used in the construction of
stowage compartments (other than
underseat stowage compartments and
compartments for stowing small items
such as magazines and maps) must be
self-extinguishing when tested vertically
in accordance with the applicable por-
tions of Appendix F of this part, or other
approved equivalent methods. The aver-
age burn length may not exceed 6 inches
and the average flame time after removal
of the flame source may not exceed 15
seconds. Drippings from the test speci-

men may not continue to flame for more -

than an average of 3 seconds after
falling.

(b) Floor covering, textiles (including
draperies and upholstery) , seat cushions,
padding, decorative and nondecorative
coated fabrics, leather, trays and gallery
furnishings, electrical conduit, thermal
and acoustical insulation and insulation
covering, air ducting, joint and edge cov-
ering, cargo compartment liners, insula-
tion blankets, cargo covers, and trans-
parencies, molded and thermoformed
parts, air ducting joints, and trim strips
(decorative and chafing), that are con-
structed of materials not covered in para-
graph (b-2) of this section, must be self
extinguishing when tested vertically in
accordance with the applicable portions
of Appendix F of this part, or other ap-
proved equivalent methods. The average
burn length may not exceed 8 inches and
the average flame time after removal of
the flame source may not exceed 15
seconds. Drippings from the test speci-
men may not continue to flame for more
than an average of 5 seconds after
falling.

(b-1) Motion picture film must be
safety film meeting the Standard Speci-
fications for Safety Photographic Film
PH 125 (available from the United
States of America Standards Institute,
10 East 40th Street, New York, NY
10018), or an FAA-approved equivalent.
If the film travels through ducts, the
ducts must meet the requirements of
paragraph (b) of this section.

(b-2) Acrylic windows and signs, parts
constructed in whole or in part of elasto-
meric materials, edge lighted instrument
assemblies consisting of two or more
instruments in a common housing, seat
belts, shoulder harnesses, and cargo and
baggage tiedown eguipment, including
containers, bins, pallets, etec., used in pas-
senger or crew compartments, may not
have an average burn rate greater than
2.5 inches per minute when tested hori-
zontally in accordance with the applica-
ble portions of Appendix F of this part,
or other approved equivalent methods.

(b-3) Except for electrical wire and
cable insulation, and for small parts
(such as knobs, handles, rollers, fasten-
ers, clips, grommets, rub strips, pulleys,
and small electrical parts) that the Ad-
ministrator finds would not contribute
significantly to the propagation of a fire,
materials in items not specified in para-
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graphs (a), (b), (b-1), or (b-2) of this
section may not have a burn rate greater
than 4 inches per minute when tested
horizontally in accordance with the ap-
plicable portions of Appendix F of this
part or other approved equivalent
methods.

Ad . L] - v

13. Section 25.855 is amended by
amending paragraph (a) and by adding
new paragraphs (a-1) and (a-2) to read
as follows:

§ 25.855 Cargo and baggage compart-

ments.

(a) Thermal and acoustic insulation
(including coverings) and liners, used in
each cargo and baggage compartment
not occupied by passengers or erew, must
be constructed of materials that at least
meet the requirements set forth in
§ 25.853(b).

(a-1) Class B through Class E cargo or
baggage compartments as defined in
§ 25,857, must have a liner and the liner
must be constructed of materials that at
least meet the requirements set forth in
§ 25.853(b), must be separate from (but
may be attached to) the airplane struc-
ture, and must be tested at a 45° angle in
accordance with the applicable portions
of Appendix F of this part or other ap-
proved equivalent methods. In the course
of the 45° angle test, the flame may not
penetrate (pass through) the material
during application of the flame or sub-
sequent to its removal, the average flame
time after removal of the flame source
may not exceed 15 seconds, and the av-
erage glow time may not exceed 10
seconds. .

(a—2) Insulation blankets and cargo
covers used to protect cargo in compart-
ments not occupied by passengers or crew
must be constructed of materials that at
least meet the requirements of §25.-
853(b), and tiedown equipment (includ-
ing containers, bins, and pallets) used in
each cargo and baggage compartment
not occupied by passengers or crew must
be constructed of materials that at least

meet the requirements set forth in
§ 25.853(b-3).

» - » - K2
§ 25.857 [Amended]

14. Section 25.857 is amended by strik-
ing out subparagraph (4) of paragraph
(b), subparagraph (5) of paragraph (¢),
subparagraph (4) of paragraph (d), and
subparagraph (1) of paragraph (e) and
by designating them ‘“reserved”.

15. Section 25.1359 is amended by add-
ing a new paragraph (d) to read as
follows:

§ 25.1359 Electrical system fire and
smoke protection.
- * L - *

(d) Insulation on electrical wire and
electrical cable installed in any area of
the fuselage must be self-extinguishing
when tested at an angle of 60° in accord-
ance with the applicable portions of
Appendix F of this part, or other ap-
proved equivalent methods. The average
burn length may not exceed 3 inches
and the average flame time after re-
moval of the flame source may not ex-

ceed 30 seconds. Drippings from the test
specimen may not continue to flame
for more than an average of 3 seconds
after falling.

§ 25.141 [Amended]

16. Section 25.1411(¢) is amended by
striking out the reference to “§ 25.807
(¢) (4)" and inserting reference to “§ 25.-
809(f)” in place thereof.

17. Paragraph (a) of §25.1557 is
amended to read as follows:

§ 25.1557 Miscellancous markings and
placards,

(a) Baggage and cargo compartments
and ballast location. Each baggage and
cargo compartment, and each ballast lo-
qation must have a placard stating any
limitations on contents, including weight,
that are necessary under the loading re-
quirements. However, underseat com-
partments designed for the storage of
carry-on articles weighing nct more than
20 pounds need not have a loading limi-
tation placard.

L d - * - .

18. Appendix F is amended to read as
follows:

Appendix F

An acceptable Test Procedure for showing
compliance with §§25.853, 25.855, and
25.1359.

(8) Conditioning. Specimens must be con-
ditioned to 70° F, plus or minus 5° and at
50 percent plus or minus 5 percent relative
humidity until moisture equilibrium Iis
reached or for 24 hours. Only one specimen at
a time may be removed from the conditioning
environment immediately before subjecting
it to the flame.

(b) Specimen configuration, Except as pro-
vided for materials used in electrical wire
and cable insulation and in small parts, mate-
rials must be tested either as a section cut
from a fabricated part as installed in the air-
plane or as a specimen simulating a cut sec-
tion, such as: A specimen cut from a flat sheet
of the material or a model of the fabricated
part. The specimen may be cut from any
location in a fabricated part; however, fab-
ricated units, such as sandwich panels, may
not be separated for test, The specimen thick-
ness must be no thicker than the minimum
thickness to be qualified for use in the air-
plane, except that: (1) Thick foam parts,
such as seat cushions, must be tested in o~
inch thickness; (2) when showing compli-
ance with §25.853(b-3) for materials used
in small parts that must be tested, the mate-
rials must be tested in no more than ;-inch
thickness; (3) when showing compliance
with § 25.1359(d) for materials used in elec-
trical wire and cable insulation, the wire and
cable specimens must be the same size 8s
used in the airplane, In the case of fabrics,
both the warp and fill direction of the weave
must be tested to determine the most critical
flammability conditions: When performing
the tests preseribed in. paragraphs (d)
through (e) of this appendix, the specimen
must be mounted in a metal frame so that;
(1) in the vertical tests of paragraph (d),
the two long edges and the upper edge are
held securely; (2) in the horizontal test of
paragraph (e), the two long edges and the
edge away from the flame are held securely;
(3) the exposed area of the specimen is at
least 2 Inches wide and 12 inches long, unless
the actual size used in the alrplane is small-
er; and (4) the edge to which the burner
flame is applied must not consist of the
finished or protected edge of the specimen
but must be representative of the actual
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cross-section of the material or part in-
stalled in the airplane. When performing the
test prescribed in paragraph (f) of this ap=-
pendix, the specimen must be mounted in
a metal frame so that all four edges are held
securely and the exposed area of the speci-
men is at least 8 inches by 8 inches.

(¢) Apparatus. Except as provided in para-
graph (h) of this appendix, tests must be
conducted in a draft-free cabinet in accord-
ance with Federal Test method Standard 191
Method 5903 (revised Method 5802) for the
vertical test, or Method 5906 for horizontal
test (avallable from the General Services Ad-
ministration, Business Service Center, Re-
gion 3, Seventh and D Streets SW., Washing-
ton, DC 20407) or other approved equivalent
methods. Specimens which are too large for
the cabinet must be tested in similar draft-
free conditions.

(d) Vertical test, in compliance with
§25.853 (a) and (b). A minimum of three
specimens must be tested and the results
averaged, For fabrics, the direction of weave
corresponding to the most critical lammabil-
ity conditions must be parallel to the long-
est dimension. Each specimen must be sup-
ported vertically. The specimen must be ex-
posed to a Bunsen or Tirrill burner with a
nominal 3;~inch I.D. tube adjusted to give
a flame of 114 inches in height. The minimum
flame measured by a calibrated thermocou-
ple pyrometer in the center of the flame must
be 1,550° F. The lower edge of the specimen
must be three-fourths inch above the top
edge of the burner. The flame must be applied
to the center line of the lower edge of the
specimen. ¥For materials covered by § 25.853
(a), the flame must be applied for 80 seconds
and then removed. For materials covered by
§25.853(b), the flame must be applied for
12 seconds and then removed, Flame time,
burn length, and flaming time of drippings,
if any, must be recorded. The burn length
determined in accordance with paragraph
(g) of this appendix must be measured to
the nearest one-tenth inch.

(e) Horizontal test in compliance with
§25.853 (b-2) and (b-3). A minimum of
three specimens must be tested and the re-
sults ayeraged. Each specimen must be sup-
ported horizontally. The exposed surface
when installed in the aircraft must be face
down for the test. The specimen must be
exposed to a Bunsen burner or Tirrill burner
with a nominal 3g-inch 1.D. tube adjusted
to give a flame of 1% inches in height. The
minimum flame temperature measured by a
calibrated thermocouple pyrometer in the
center of the flame must be 1,550° F. The
specimen must be positioned so that the edge
being tested is three-fourths of an inch above
the top of, and on the center line of, the
burner. The flame must be applied for 15
seconds and then removed. A minimum of 10
inches of the specimen must be used for
timing purposes, approximately 114 inches
must burn before the burning front reaches
the timing zone, and the average burn rate
must be recorded.

(f) Forty-five-degree test, in compliance
with §25.855(a-1). A minimum of three
specimens must be tested and the results
averaged. The specimens must be supported
at an angle of 45° to a horizontal surface,
The exposed surface when installed in the
aircraft must be face down for the test. The
specimens must be exposed to a Bunsen or
Tirrill burner with a nominal 3-inch I.D.
tube adjusted to give a flame of 134, inches in
height, The minimum flame temperature
measured by a calibrated thermocouple
pyrometer in the center of the flame must be
1,560° F, Suitable precautions must be taken
to avoid drafts. One-third of the flame must
contact the material at the center of the
sSpecimen and must be applied for 30 seconds
and then removed. Flame time, glow time,
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and whether the flame penetrates (passes
through) the specimen must be recorded,

(g) Sizty-degree test in compliance with
§ 25.1359(d). A minimum of three specimens
of each wire specification (make and size)
must be tested. The specimen of wire or cable
(including insulation) must be placed at an
angle of 60° with the horizontal in the cabi-
net specified in paragraph (¢) of this ap-
pendix with the cabinet door open during
the test or must be placed within a chamber
approximately 2 feet high x 1 foot x 1 foot,
open at the top and at one vertical side
(front), and which allows sufficient flow of
alr for complete combustion, but which is
free from drafts. The specimen must be
parailel to and approximately 6 inches from
the front of the chamber, The lower end of
the specimen must be held rigidly clamped.
The upper end of the specimen must pass
over a pulley or rod and must have an ap-
propriate weight attached to it so that the
specimen is held tautly throughout the flam-
mability test. The test specimen span be-
tween lower clamp and upper pulley or rod
must be 24 inches and must be marked 8
inches from the lower end to indicate the
central point for flame application. A flame
from a Bunsen or Tirrill burner must be ap-
plied for 30 seconds at the test mark. The
burner must be mounted underneath the
test mark on the specimen, perpendicular to
the specimen and at an angle of 30° to the
vertical plane of the specimen. The burner
must have a nominal bore of three-eighths
inch, and must be adjusted to provide a
3-inch-high flame with an inner cone ap-
proximately one-third of the flame height.
The minimum temperature of the hottest
portion of the flame, as measured with a
calibrated thermocouple pyrometer, may not
be less than 1,750° F. The burner must be
positioned so that the hottest portion of the
flame is applied to the test mark on the wire.
Flame time, burn length, and flaming time
of drippings, if any, must be recorded. The
burn length determined in accordance with
paragraph (g) of this appendix must be
measured fto the nearest one-tenth inch,
Breaking of the wire specimens is not con-
sidered a failure.

(h) Burn length. Burn length is the dis-
tance from the original edge to the farthest
evidence of damage to the test specimen due
to flame impingement, including areas of
partial or complete consumption, charring,
or embriftlement, but not including areas
sooted, stained, warped, or discolored, nor
areas where material has shrunk or melted
away from the heat source.

PART 37—TECHNICAL STANDARD
ORDER AUTHORIZATIONS

1. Section 37.132 is amended by chang-
ing the section heading, by amending
paragraph (a) (1), and by adding a new
subdivision (vi) to paragraph (a)(2) to
read as follows:

§ 37.132  Safety Belts—TSO0-C22f. ,

(a) Applicability—(1) Minimum per-
formance standards. This technical
standard order prescribes the minimum
performance standards that safety belts
must meet in order to be identified with
the applicable TSO marking. New models
of safety belts that are to be so identified
and that are manufactured on or after
May 1, 1972, must meet the standards set
forth in National Aircraft Standards
(NAS) Specification 802 revised May 15,
1950, with the exceptions covered in sub-
paragraph (2) of this paragraph. NAS
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802 is incorporated by reference herein
in accordance with 5 U.S.C. 552(a) (1)
and § 37.23 and is available as indicated
in § 37.23. Additionally, NAS 802 may be
examined at any FAA regional office of
the Chief, Engineering and Manufactur-
ing Branch (or in the case of the West-
ern Region, the Chief, Aircraft Engineer-
ing Division), and may be obtained from
the National Standards Association, 1321
14th Street NW., Washington, DC 20005,
at a cost of three (3) dollars. Belts ap-
proved under prior issuances of this sec-
tion may continue to be manufactured
under the earlier provisions.

(2) Ezxceptions. * * *

(vi) In lieu of compliance with para-
graphs 1.1.1, 3.1.4, and 4.3.1.1 of NAS 802,
the webbing and all other materials used
in the belt assembly must comply with
the fire protection provisions of § 25.853
(b-2) of this chapter.

“ t - % L

2. Section 37.136 is amended to read as
follows:

§37.136  Aircraft seats and berths—
TSO-C39a.

(a) Applicability—(1) Minimum per=
Jormance standards. (i) This technical
standard order prescribes the minimum
performance standards that aircraft
seats and berths of the following types
must meet in order to be identified with
the applicable TSO marking:

Type I—Transport (8g forward load).
Type II—Normal and utility.

Type LII—Acrobatic.

Type IV—Rotorcraft.

(i) New models of seats and berths
that are to be so identified, and that are
manufactured on or after May 1, 1972,
must meet the standards set forth in
National Aircraft Standard (NAS) Spec-
ification 809, dated January 1, 1956, with
the exceptions covered in subparagraph
(2) of this paragraph. NAS 809 is incor-
porated by reference herein in accord-
ance with 5 U.S8.C. 552(a) (1) and § 37.23
and is available as indicated in § 37.23.
Additionally, NAS 809 may be examined
at any FAA regional office of the Chief,
Engineering and Manufacturing Branch
(or in the case of the Western Region,
the Chief, Aircraft Engineering Divi-
sion), and may be obtained from the
National Standards Association, 1321
14th Street NW., Washington, DC 20005,
at a cost of three (3) dollars.

(2) Ezceptions. (i) The sideward loads
as specified in 4.1.2. Table I need not
exceed the requirements of the applicable
Federal Aviation Regulations.

(ii) In lieu of compliance with para-
graphs 2.1, 3.12, and 4.32 of NAS 809,
materials in Type I seats and berths must
comply with the fire protection provi-
sions of § 25.853(b) of this chapter.

(b) Marking. The weight required in
§ 37.7 need not be included.

(c) Previous approval. Seats and
berths approved prior to May 1, 1972,
may continue to be manufactured under
the provisions of their original approval.

3. Section 37178 is amended as
follows:
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A. The section heading is changed and
paragraph (a) is amended to read as set
forth below.

B. Paragraphs 4.0.4 and 7.0.3 of Fed-
eral Aviation Administration Standard,
Individual Flotation Devices, are
amended to read as set forth below,

§ 37.178 Individual flotation devices—
TSO-C72b.

(a) Applicability. This technical
standard order (TSO) prescribes the
minimum performance standards that
individual flotation devices must meet in
order to be identified with the applicable
TSO marking. New models of the devices
that are to be so identified, and that are
manufactured on or after May 1, 1972,
must meet the requirements of the “Fed-
eral Aviation Administration Standard,
Individual Flotation Devices”, amended
effective May 1, 1972, set forth at the
end of this section.

* - = > »

4.04 Fire protection. If the device is not
used as part of a seat or berth, materials used
in the device, including any covering, must
meet paragraph 6.0.2 of this standard. If the
device is to be used as part of a seat or berth,
all materials used in the device must meet
paragraph 7.03 of this standard.

- - B - L

7.0.83 Test for fire protection of materials.
Materials used in flotation devices that are to
be used as part of an aircraft seat or berth
must comply with the self-extinguishing fire
protection provisions of §25.853(b) of Part
25 of this chapter. In all other applications,
the materials in the flotation devices must be
tested in accordance with paragraph 6.0.2 of
this standard to substantiate adequate flame
resistant properties.

- - - - -

PART 121—CERTIFICATION AND OP-
ERATIONS: DOMESTIC, FLAG, AND
SUPPLEMENTAL AIR CARRIERS AND
COMMERCIAL OPERATORS OF
LARGE AIRCRAFT

1, Paragraph (a) of §121215 is
amended to read as follows:

§ 121.215 Cabin interiors.

(a) Except as provided in § 121312,
each compartment used by the crew or
passengers must meet the requirements
of this section.

- L » » *

2. Paragraph (a) of §121.291 is
amended to read as follows:

§121.291 Demonstration of emergency
evacuation procedures.

(a) Each certificate holder must
show, by actual demonstration conducted
in accordance with paragraph (a) of
Appendix D to this part, that the emer-
gency evacuation procedures for each
type and model of airplane with a seat-
ing capacity of more than 44 passengers,
that is used in its passenger-carrying
operations, allow the evacuation of the
full seating capacity, including crew-
members, in 90 seconds or less, in each
of the following circumstances:

(1) A demonsfration must be con-
ducted upon the initial introduction of

RULES AND REGULATIONS

a type and model of airplane into
passenger-carrying operations. However,
the demonstration need not be repeated
for any airplane type or model that has
the same number and type of exits, the
same cabin configuration, and the same
emergency equipment, as any other air-
plane used by the certificate holder in
successfully demonstrating emergency
evacuation in compliance with this
paragraph.

(2) A demonstration must be con-
ducted—

(i) Upon increasing by more than 5
percent the passenger seating capacity
for which successfui demonstration has
been conducted; or

(ii) Upon a major change in the
passenger cabin interior configuration
that will affect the emergency evacua-
tion of passengers.

- * . L3 -

3. Section 121.310 is amended as
follows:

A. Paragraphs (a), (b)(2), and (c)
are amended fto read as set forth below.

B. Paragraph (d) of §121.310 is
amended by amending the flush para-
graph at the end by inserting the word
“transverse’” between the word “a” and
the word ‘“vertical”, and by adding a
new subparagraph (3) to read as set
forth below.

C. Paragraph (e) of §121310 is
amended by amending the last sentence

D. Paragraph ) of §121.310 is
amended by amending the last sentence
of subparagraph (3) to read as set forth
below.

E. Paragraphs (g), (h), (i), and ()
are amended to read as set forth below.

As amended, § 121310 will read as
follows:

§ 121.310 Additional emergency equip-
ment.

(a) Means for emergency evacuation.
Each passenger-carrying landplane
emergency exit (other than over-the-
wing) that is more than 6 feet from the
ground with the airplane on the ground
and the landing gear extended, must
have an approved means to assist the
occupants in descending to the ground.
The assisting means for a floor-level
emergency exit must meet the require-
ments of §25.809(f) (1) of this .chapter
in effect on April 30, 1972, except that,
for any airplane for which the applica-
tion for the type certificate was filed
after that date, it must meet the require-
ments under which the airplane was
type certificated. An assisting means
that deploys automatically must be
armed during taxiing, takeoffs, and
landings. However, if the Administrator
finds that the design of the exit makes
compliance impractical, he may grant
a deviation from the requirement of au-
tomatic deployment if the assisting
means automatically erects upon de-
ployment and, with respect to required
emergency exits, if an emergency evacu-~
ation demonstration is conducted in ac-
cordance with § 121.291(a). This para-
graph does not apply to the rear window
emergency exit of DC-3 airplanes op-
erated with less than 36 occupants, in-

cluding crewmembers and less than five
exits authorized for passenger use.

(b) Interior emergency exit mark-
ngg, > e

(2) Each passenger emergency exit
marking and each locating sign must
meet the following:

(i) For an airplane for which the ap-
plication for the type certificate was
filed prior to May 1, 1972, each passen-
ger emergency exit marking and each lo-
cating sign must be manufactured to
meet the requirements of § 25.812(b) of
this chapter in effect on April 30, 1972.
On these airplanes, no sign may con-
tinue to be used if its luminescence
(brightness) decreases to below 100 mi-
crolamberts. The colors may be reversed
if it increases the emergency illumina-
tion of the passenger compartment.
However, the Administrator may au-
thorize deviation from the 2-inch back-
ground requirements if he finds that
special circumstances exist that make
compliance impractical and that the
proposed deviation provides an equiva-
lent level of safety.

(ii) For an airplane for which the ap-
plication for the type cerfificate was
filed on or after May 1, 1972, each pas-
senger emergency exit marking and each
locating sign must be manufactured to
meet the interior emergency exit mark-
ing requirements under which the air-
plane was type certificated. On these
airplanes, no sign may continue fo be
used if its luminescence (brightness) de-
creases to below 250 microlamberts.

(e) Lighting for inierior emergency
exit markings. Each passenger-carrying
airplane must have an emergency light-
ing system, independent of the main
lighting system. However, sources of gen-
eral cabin illumination may be common
to both the emergency and the main
lighting systems if the power supply to
the emergency lighting system is inde-
pendent of the power supply to the main
lighting system. The emergency lighting
system must—

(1) Iluminate each passenger
marking and locating sign; and

(2) Provide enough general lighting
in the passenger cabin so that the aver-
age illumination, when measured at 40-
inch intervals at seat armrest height,
on the centerline of the main passenger
aisle, is at least 0.05 foot-candles.

(d) Emergency light operation. * * *

(3) After May 1, 1974, each light must
provide the required level of illumination
for at least 10 minutes at the critical
ambient conditions after emergency
landing.

(e) Emergency exit operating handles.
(1) For a passenger-carrying airplane
for which the application for the type
certificate was filed prior to May 1, 1972,
the location of each passenger emergency
exit operating handle, and instructions
for opening the exit, must be shown by
a marking on or near the exit that is
readable from a distance of 30 inches.
In addition, for each Type I and Type II
emergency exit with a locking mecha-
nism released by rotary motion ef the
handle, the instructions for opening
must be shown by—

exit
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(i) A red arrow with a shaft at least
three-fourths inch wide and a head
twice the width of the shaft, extending
along at least 70° of arc at a radius ap-
proximately equal to three-fourths of
the handle length; and

(ii) The word “open” in red letters
1 inch high placed horizontally near the
head of the arrow.

(2) For a passenger-carrying airplane
for which the application for the type
certificate was filed on or after May 1,
1972, the location of each passenger
emergency exit operating handle and in-
structions for opening the exit must be
shown in accordance with the require-
ments under which the airplane was type
certificated. On these airplanes, no oper-
ating handle or operating handle cover
may continue to be used if its lumines-
cence (brightness) decreases to below
100 microlamberts.

(f) Emergency exit access. * * *

(3) * * * Inaddition—

(i) For an airplane for which the ap-
plication for the type certificate was filed
prior to May 1, 1972, the access must
meet the requirements of § 25.813(¢) of
this chapter in effect on April 30, 1972;
and

(ii) For an airplane for which the ap-
plication for the type certificate was filed
on or after May 1, 1972, the access must
meet the emergency exit access require-
ments under which the airplane was type
certificated.

- - * * *

(g) Exterior exit markings. Each pas-
senger emergency exit and the means of
opening that exit from the outside must
be marked on the outside of the airplane.
There must be a 2-inch colored band
outlining each passenger emergency exit
on the side of the fuselage. Each outside
marking, including the band, must be
readily distinguishable from the sur-
rounding fuselage area by contrast in
color. The markings must comply with
the following:

(1) If the reflectance of the darker
color is 15 percent or less, the reflectance
of the lighter color must be at least 45
percent.

(2) If the reflectance of the darker
color is greater than 15 percent, at least
a 30 percent difference between its re-
flectance and the reflectance of the
lighter color must be provided,

(3) Exits that are not in the side of
the fuselage must have the external
means of opening and applicable instruc-
tions marked conspicuously in red or, if
red is inconspicuous against the back-
ground color, in bright chrome yellow
and, when the opening means for such
an exit is located on only one side of the
fuselage, a conspicuous marking to that
effect must be provided on the other side.
“Reflectance” is the ratio of the luminous
flux reflected by a body to the luminous
flux it receives.

(h) Ezxterior emergency lighting and
escape route. (1) Each passenger-carry-
ing airplane must be equipped with ex-
terior lighting that meets the following
requirements:

(1) For an airplane for which the ap-
Plication for-the type certificate was
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filed prior to May 1, 1972, the require-
ments of §25.812 (f) and (g) of this
chapter in effect on April 30, 1972.

(ii) For an airplane for which the ap-
plication for the type certificate was filed
on or after May 1, 1972, the exterior
emergency lighting requirements under
which the airplane was type certificated.

(2) Each passenger-carrying airplane
must be equipped with a slip-resistant
escape route that meets the following
requirements:

(1) For an airplane for which the ap-
plication for the type certificate was filed
prior to May 1, 1972, the requirements of
§ 25.803(e) of this chapter in effect on
April 30, 1972.

(ii) For an airplane for which the ap-
plication for the type certificate was filed
on or after May 1, 1972, the slip-resistant
escape route requirements under which
the airplane was type certificated.

(1) Floor level exits. Each floor level
door or exit in the side of the fuselage
(other than those leading into a cargo
or baggage compartment that is not ac-
cessible from the passenger cabin) that
is 44 or more inches high and 20 or more
inches wide, but not wider than 46 inches,
each passenger ventral exit (except the
ventral exits on M-404 and CV-240 air-
planes), and each tail cone exit, must
meet the requirements of this section for
floor level emergency exits. However, the
Administrator may grant a deviation
from this paragraph if he finds that cir-
cumstances make full compliance im-
practical and that an acceptable level
of safety has been achieved.

(1) Additional emergency egxits. Ap-
proved emergency exits in the passenger
compartments that are in excess of the
minimum number of required emergency
exits must meet all of the applicable
provisions of this section except para-
graph (f) (1), (2), and (3) of this sec-
tion and must be readily accessible.

4. Section 121.311 is amended by add-
ing a new paragraph (e) to read as
follows:

§ 121.311  Seat and safety belts.

. * * * *

(e) BEach occupant of a seat equipped
with a shoulder harness must fasten the
shoulder harness during takeoff and
landing, except that, in the case of crew-
members, the should harness need not be
fastened if the crewmember cannot per-
form his required duties with the shoul-
der harness fastened.

5. Section 121.312 is amended to read
as follows:

§ 121.312 Materials

interiors,

Upon the first major overhaul of an
airplane cabin or refurbishing of the
cabin interior all materials in each com-
partment used by the crew or passengers
that do not meet the following require-
ments must be replaced with materials
that meet these requirements:

(a) For an airplane for which the ap-
plication for the type certificate was filed
prior to May 1, 1972, §25.853 of this
chapter in effect on April 30, 1972.

for compartment
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(b) For an airplane for which the ap-
plication for the type certificate was filed
on or after May 1, 1972, the materials
requirement under which the airplane
was type certificated.

6. Paragraph (a) of §121.317 is
amended to read as follows:
§ 121.317 Passenger information.

(a) Until May 1, 1974, no person may
operate an airplane unless it is equipped
with signs that are visible to passengers
and cabin attendants to notify them
when smoking is prohibited and when
safety belts should be fastened. After
May 1, 1974, no person may operate an
airplane unless it is equipped with pas-
senger information signs that meet the
requirements of § 25.791 of this chapter,
The signs must be constructed so that
the crew can turn them on and off. They
must be turned on for each takeoff and
each landing and when otherwise con-
sidered to be necessary by the pilot in
command.

- w - * L

7. Section 121.391 is amended by in-
serting the words “required by this sec-
tion” between the word “attendants” and
the word “shall”, and by inserting the
word “required” between the word “to”
and the word “floor”, in paragraph (d)
and by amending paragraph (¢) to read
as follows:

§ 121.391 Flight attendants.
o . - - L
(¢) The number of flight attendants
approved under paragraphs (a) and (b)
of this section are set forth in the certifi-
cate holder’s operations specifications.

* E ° * *

8. Paragraph (a) of §121571 is
amended to read as follows:

§ 121.571 Briefing passengers
takeoff,

(a) Each certificate holder operating a
passenger-carrying airplane shall insure
that all passengers are orally briefed by
the appropriate crewmember as follows:

(1) Before each takeoff, on each of the
following ;

(1) Smoking.

(ii) The location of emergency exits.

(iii) The use of seat belts.

(2) After each takeoff, immediately
before or immediately after turning the
seat belt sign off, an announcement
shall be made that passengers should
keep their seat belts fastened, while
seated, even when the seat belt sign is
off.

L ]

9. A new

follows:

§ 121.576 Retention of items of mass in
passenger and crew compariments,

After May 1, 1974, means must be pro-
vided to prevent each item of galley
equipment and each serving cart, when
not in use, and each item of crew bag-
gage, which is carried in a passenger or
crew compartment from becoming a
hazard by shifting under the appropriate
load factors corresponding to the emer-
gency landing conditions under which
the airplane was type certificated.

before

x .
§ 121.576 is added to read as
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10. A new § 121,577 is added to read
as follows:

§ 121.577 Food and beverage service
equipment during takeoff and land-
ng.

(a) No certificate holder may take off
or land an airplane when any food,
beverage, or tableware, furnished by the
certificate holder is located at any pas-
senger seat.

(b) No certificate holder may take off
or land an airplane unless each passen-
ger's food and beverage tray and each
serving cart is secured in its stowed
position,

(¢) Each passenger shall comply with
instructions given by a crewmember in
compliance with this section.
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. 11. Section 121.589 is amended to read
as follows:

§ 121.589 Carry-on baggage.

(a) No certificate holder may permit
an airplane to take off or land unless
each article of baggage carried aboard
by passengers is stowed—

(1) In a suitable baggage or cargo
stowage compartment;

(2) As provided in paragraph (c¢) of
§ 121.285; or

(3) Under a passenger seaf.

(b) Each passenger shall comply with
instructions given by crewmembers re-
garding compliance with paragraph (a)
of this section.

(¢) Each passenger seat under which
baggage is permitted to be stowed shall

be fitted with a means to prevent articles
of baggage stowed under it from sliding
forward under crash impacts severe
enough to induce the ultimate inertia
forces specified in § 25.561(b) (3) of this
chapter or in the emergency landing
condition regulations under which the
aircraft was type certificated.

(Secs. 313(a), 601, 603, 604, Federal Aviation
Act of 1958, 49 U.S.C. 1354(a), 1421, 1423,
1424, sec. 6(¢), Department of Transporta-
tion Act, 49 U.S.C. 1655(¢c) )

Issued in Washington, D.C., on Feb-
ruary 15, 1972.

J. H. SHAFFER,
Administrator.

[FR Doe. 72-2675 Filed 2-23-72;8:45 am]
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